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PLANNED ECONOMY 


Planned economy is not a novel concept. It has its roots 
in the primitive and ancient world. It is guided by human values; 
and, therefore, it must of necessity have a flexible pattern, as hu- 
man values keep changing in the light of new knowledge and opportuni- 
ties. Economy as planned and practiced at a particular time and place 
leads to a standard of living. This standard may be dictated by 
authoritarian rule as in Germany under the Hitler regime, or it may 
be elected by a society in which free thought and voluntary action 
and experimental effort still play a major part as in England today. 
The dominant culture pattern of the age and place determines the shape 
of the program of planned economy that comes into existence in that age 
and place. This chapter will tend to show the dominant part played by 
planned economy in the lives of the primitive, ancient, and medieval 


peoples, in which ages the foundations for today's economy were laid. 


Primitive 


"During this age the rudiments of all modern economic powers 
of man were developed: the guidance of the hand by the mind, mani- 
fested in his creative industry; his inventive faculty; the currency or 


spread of his inventions; the adaptation of means to industry in 
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utensils, in weapons, and in clothing." 1 

In the primitive community, group codes determine the social 
order of things and the direction of individuals’ lives. Interests of 
the individual are subordinated to the interests of the group. 2 

Primitive economics follows no formal pattern and, therefore, 
cannot be analyzed. As in today's complicated society, economic life 
was and is conducted in harmony with human purposes but on a much simp- 
ler scale. The problem of primitive peoples - Bushmen, Australian 
Aborigines, Andamanese, Tasmanians, Eskimos, and the Hindus - has been 
to find food. They make no effort to control their environment but 
rather adapt themselves to it; therefore, sick people are killed, chil- 
dren are abandoned especially during times of famine and migration. 
The only control exercised is of a religious and magical nature. Man 
at this level has various forms of control of property in distribution. 
He has regulated the hunting and fishing rights between local groups, 
thereby forbidding trespassing. In times of famine, the food supply is 
pooled together and distributed, and the hoarder, if discovered, is 
severely punished.? 

From the foregoing brief survey of primitive man, it can read- 


ily be seen that along very simple lines (obtaining and distributing 


1pixon and Eberhart, ECONOMICS AND CULTURAL CHANGE, New York: McGraw- 
Hill Book Company, Inc., 1938, Page 23 


2Mayo, Elton, THE SOCIAL PROBLEMS OF AN INDUSTRIAL CIVILIZATION, Boston: 
Division of Research, Harvard Business School, 1945, Page 5 


3Ibid, Page 50 
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food) planned economy played and is playing among primitive peoples a 


very important part in assuring them of their livelihood. 


Ancient 


The material found by archaeologists in their excavations of 
tombs of the ancient peoples gives evidence that the state exercised 
wide supervisory powers over the economic life of the people of Mesopo- 
tamia and the Nile River. 

Sumeria. The lower valley of Mesopotamia was settled by 
Sumerians during the sixth and fifth milleniums B.C. Their political 
institution was the city-kingdom, the head of which was the "Patesi." 

He was the king, high priest, and economic overlord. As economic over- 
lord, he assumed responsibility for the well-being of his subjects. 

Sumeria was a fertile valley bounded by the banks of the 
Tigris and Euphrates; and, therefore, agriculture naturally was the 
- basis of the inhabitants' livelihood. However, the successful cultiva- 
tion of the farms depended upon the control of the annual flood when the 
twin rivers overflowed their banks. The Patesi levied the wealth of the 
natives and compelled their personal services in the matter of construc- 
tion and maintenance of dykes and canals to provide for this annual 


emergency. 1 


lMackenzie, Findlay, PLANNED SOCIETY, New York: Prentice-Hall, Inc., 
1937, Page 27 
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mre. 


Economic unification reached its peak during the reign of 
Hammurabi (2100 B.C.). His rule - the famous Hammurabi code - provided 
for the following: ‘ 


l. Taxes were levied on the land and there was forced 
labor on the canals and roads. 


2. Industry was organized on a craft basis by means 
of associations and apprentices. The law regulated 
the system of apprenticeship, fixed wages for work- 
men, and assigned liabilities for bad workmanship, 

3. The law provided for partnerships, associations, 

and agencies for the carrying on of trade along the 
routes which led to India, China, or the Mediterra- 
nean. 

All laws were promulgated in the name of the god of the city- 
kingdom; and, therefore, the basis of the wide exercise of royal author- 
ity over economic life of the people was religious sanction. : 

Egypt. Turning to the Nile Valley, it is found that Egypt 
also depended upon agriculture for its livelihood. The reigning 
Pharaohs and Ptolemies of the fourth and third milleniums B.C. were 
vested with autocratic power and controlled the land and the peasants 
thereon. The ruler was the owner of all the land, and he granted it to 
his subjects. Large tracts were held by the temples and nobles and by 
free farmers who hired the peasantry to work the land. 


The reigning Pharaoh or Ptolemy rebuilt, repaired, and main- 


tained by impressed labor the dykes and canals. During the period of 


loaldwell, Wallace Everett, THE ANCIENT WORLD, New York: Farrar and 
Rinehart, Inc., 1937, Page 32 


2Mackenzie, Findlay, Op. Cit., Page 29 
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inundation, the peasants were called to labor on the works of the king, 
and they were lodged in huge barracks and fed from the royal stores. 
Desert wastes were reclaimed and cultivated. Important industries were 
operated as state monopolies, 

Production of food was under the supervision of the state. 
Seed was allotted to each nome (administrative unit) which was planted 
under the supervision of a royal overseer. Harvesting was done under 
government supervision. 

This Egyptian autocracy was supported by an elaborate finan- 
cial system. Taxes were levied on land, houses, cattle, trees, produce, 
industry, persons, and were paid in either produce or service. The ser- 
vants accomplished the works of the king - buildings, pyramids, irrige- 
tion ditches, work in quarries and mines. The produce fed the king's 
servants, his laborers, and dependents. 

Athens. The economic life in Greece developed without the 
theocratic and autocratic ideology that permeated the Orient. Greece 
gave birth to the concept of the state as a society of free citizens. 

There wes planned economy in Greece, but its power rested on 
the free consent of the governed, as is the case in England today. 

Solon, in the sixth century B.C., is traditionally known as 
the founder of Athenian planned economy in harmony with democratic prin- 


ciples. His accomplishments are as follows: 2 


lgaldwell, Wallace Everett, Op. Cit., Page 48 


2Ibid, Page 35 
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1. Curtailed agricultural exports 


2. Required every father to teach his son a useful 
occupation 


3. Established the timocratic principle (Citizen- 
ship classified according to income and tax 
burden) 

His reign was followed by that of the dictator, Pisistratus. 
He subsidized the small farming class by state grant of seed and 
agricultural supplies. He put the unemployed to work on public build- 
ing projects. He exténded diplomatic relations with leading commercial 
powers to find profitable outlets for the Athenian trade. 1 

Rome. In the sixth century B.C., the Roman state was a com- 
munity of farmers. The chief institution was the family, the head of 
which was the father whose patriarchal rule over the household was ab- 
solute. The institution of family life was carried over into public af- 
fairs; and naturally, therefore, the most influential families consti- 
tuted the governing class. The ruling agency was the Senate, and their 
policy was the self-aggrandizement of the senatorial members, Their in- 
terests centered in the accumulation of land and the amassing of wealth 
derived thereform. Small landowners were ruined by the entrance of these 
gentlemen farmers. 2 

This ruling class was overthrown by the military dictator, 
Julius Caesar, who was succeeded by Augustus. Under Augustus, the Roman 
Principate was established, and the Mediterranean world became an econo- 


mic unit. Grain was distributed to the inhabitants of the city of Rome - 


l¢aldwell, Wallace Everett, Op. Cit., Page 35 
2Ibid, Page 39 
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free to the poor and at a nominal rate to those who could afford to pay. 
The state assumed it was its duty to provide for the general welfare of 
the weak and underprivileged, 

Agriculture started to decline in Italy. This decline was 
followed by that of industry and commerce. Heavy tax burdens were laid 
on the people. The direction of production and distribution passed 
into the hands of the emperors as in the ancient Orient, and currency 
was wildly inflated during the third century which caused the then- 


reigning emperor, Diocletian, to issue a radical price-fixing decree. i 


Medieval 


"Modern control is aware of its inconsistency and is accord- 
ingly apologetic and loquacious. In medieval society, on the other 
hand, control was public and unblushing. It was in many respects com- 
plete and always purposeful; little was left to accidents." 2 

The principal organ through which planned economy during the 
medieval era expressed itself was the guild. It was distinctly a local 
affair and was exclusively commnal in structure and outlook. Merchant 
guilds associated themselves with foreign merchants for the purpose of 
supplies and for transportation. Goods were sold in a local market and 


regulated by local authority for the benefit of fellow citizens only. 


lipid, Page 41 


2Ibid, Page 47 
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The guilds were divided into three classifications; religious, 
merchant, and craft. Merchant guilds became important in the twelfth 
century. They enjoyed a monopoly of trade over a given area and within 
the limits of their charters legislated concerning the conduct of 
transactions, hours of market, terms of payment, and grade of goods. 

The guild regulations were binding upon all. 

The craft guild came into prominence in the thirteenth cen- 
tury. They had the exclusive rights to practice a certain trade within 
a given area, the right to make rules for their craft and to enforce 
penalties. Apprentices in the guilds were bound by contract. They were 
compelled to live in the masters! homes and were subject to them as 
members of the families. In return, the masters were compelled to 
teach the apprentices all they kmew of the craft. Upon completion of 
his probation period, the apprentice was a member of the guild in full 
standing. Now he was allowed to bargain for his salary and to become 
his own master if financially able to do so. Hours of labor and methods 
were regulated by the guild for both masters and workmen, and night 
work was forbidden. 

Thus medieval economic control extended to production as well 
as to exchange under rules designed to increase, regulate, and guarantee 
production. Money compared with the value it has today was relatively 
unimportant. However, stringent laws were enacted to prohibit the prac- 
tice of usury. The decline of the guilds was effected by the "black 
death," the toll from which strained the Cee echaies economic system 


to the breaking point. However, the strongest factor contributing to 
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its downfall was the rise of nationalism which represented a combination 


of burghers and crafts with the crown, t 


lipid, Page 47 
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TYPES OF PLANNED ECONOMY 


Of the radical forms of planned economy that are rampant in 
the world today, there are two - Socialism and Fascism. There is a 
decisive affinity between Socialism and Fascism in their actual prac- 
tice, and it is found in a negation that is common - both deny and de- 


stroy freedom. 


Socialism 


"Socialism proposes a type of society in which there will be 
no private property and there will be a productive system governed by 
collective control and guidance. It is a program of reform which re- 

_ pudiates private ownership of the means of production and competitive 
control of industry. It proposes a type of society in which productive 
eapital will be owned collectively and economic activity will be con- 
trolled by authority of the one-party state." : 

Karl Marx, the father of Socialism, created the seemingly per- 
fect economic state. Marx proposed that in all societies one class 
tends to concentrate into its hands the ownership of the principal means 
of production and political power. The state is an instrument in its 


hands to securely fasten the fetters on the classes it exploits. The 


lPairchild, Furniss, and Buck, ECONOMICS, New York: The Macmillan Com- 
pany, 1940, Page 753 
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oppressed seek to throw off the yoke and eventually succeed in overthrow- 

ing and replacing the exploiters. This theory divides industrial society 

into two classes - capitalist and worker. The capitalist exploits the 

worker who is in reality nothing more than a wage slave. 1 
According to this theory, as business enterprises expand, a 

larger proportion will be squeezed out of the business class and forced 

into the laboring class, as industry is concentrating itself into the 

hands of a few and will continue until a single unit will monopolize each 

of the major fields of industry. 2 Because of the concentration of in- 

dustry, the rich will grow richer and fewer; and the poor, poorer and more; 

and by virtue of their great numbers, the poor will gain power to revolt 

and to throw off the yoke of the oppressed. 3 
Now, there are no oppressed left, and the working class will 

be the means of ending the exploitation of man by men and of giving birth 

to a free and equal society and thus is born the perfect communistic state.” 
However, in practice, the principles propounded by Karl Marx 

are so distorted that they are no longer recognizable. A communistic re- 


gime today which supposedly bases its policies on Marxism is anything but 


the perfect economic "Utopia" as evidenced by Socialism, 


lpanl, Leslie, THE ANNIHILATION OF MAN, New York: Brace and Company, 
1945, Page 46 


2Knight, Winston, ECONOMIC PRINCIPLES IN PRACTICE, New York: Farrar and 
Rinehart, 1942, Page 585 


3Fairchild, Furniss, and Buck, Op. Cit., Page 759 
taal, Leslie, Op. Cit., Page 47 
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Comminism. There are various forms of Socialism but the one 
which is of the greatest importance today is Communism. Although Social- 
ism in theory presupposes a dictatorship of the proletariat, it would be 
erroneous to assume that such a dictatorship rules the Communistic state, 
The Communists took power in the name of the proletariat; but once in 
power, they decided that to permanently establish their power they would 
have to industrialize and modernize Russia without foreign aid but at the 
expense of the living generation. "Bnt that meant that the new state 
authority could not act in the interest of the contemporary proletariat 
as a class. As a state authority that was first and foremost concerned 
with the task of industrialization and collectivation, the communists 
could not allow soviets, trade unions and other democratic working-class 
organizations effectively to represent and fight for the day-to-day in- 
terests of the workers. That had become incompatible with the accepted 
national aim." 1 The government of Russia is a civil service run by a 
small, highly unified state. 

Production is controlled by the government; and as Russia 
realized that it was backward in equipment, they used their resources 
for the production of capital goods at the expense of consumption goods 
which are desperately needed for the everyday wants of the people but 
which remain very searce and of poor quality. Consumption is controlled 
by the Planning Commission who decides how people shall spend their money. 


To encourage consumption of certain products, it lowers the price below 


lipid, Page 101 
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cost and subsidizes the industry for the difference. To discourage the 
sale of consumption goods, it raises the price above cost but the indus- 
try cannot keep the difference. 

The Planning Commission specifies the outputs establishments 
are expected to produce, prices to be charged, materials to be purchased, 
and labor to be hired. In the agricultural field, farms are collectively 
owned and cultivated. Each collective farm must sell to the state speci- 


fied proportions of its produce at low cost. - 


Fascism 


Fascism (a form of which is Nazism), the other important radi- 
cal movement of our age, is particularly violent in its opposition to 
Communism in that it does not believe in the class struggle. The late 
Benito Mussolini's own definition of such an economic philosophy is as 
follows: 2 

"The foundation of Fascist doctrine is the conception 

of the State - of its essence, tasks, and purposes. 

For Fascism, the State is the Absolute, in relation 

to which all individuals and groups are relative." 

Therefore, citizens live to serve the state, They owe it un- 


questioning allegiance and complete obligation, and they can claim no 


rights from it. 


lfairchild, Furniss, and Buck, Op. Cit., Page 775 


2Mussolini, Benito, FASCISM: DOCTRINE AND INSTITUTIONS, Rome, 1935 
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To control and direct all economic activities for the welfare 
of the state, Fascism in Italy operated through the Corporative State, 
the chart of which is presented on the following page. The objective of 
this functional body was to create as self-sufficient an Italian economy 


as possible. - 


Ixnight, Winston, Op. Cit., Page 608 
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CORPORATIVE STATE 


WORKERS* ORGANIZATIONS STATE EMPLOYERS ORGANIZATIONS 


Minister of 
Corporations 


Central Corporative 


Committees 


National Council 
/ of Corporations 


Nation: Federations Corporations Federations 

Provinces;| Unions Provincial Economio Unions 
Corporative Counsil 

Syndicates Labor Contracts Syndicates 

Industry Industry 

Agriculture Agriculture 


Commerce 


Locali- 
ties: Commerce 


Banking 


Banking 
Transporta- 

tion 
Professions 
Arts 


Transporta- 

tion 
Professions 
Arts 
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At the head of the corporate state is the minister of corpora- 
tions under whom is the central corporative committee which runs the 
national council of corporations. For the nation as a whole, the 
corporations, twenty-two in number, regiment and control productive forces 
in the interest of national policy. For each province the functions of 
workers' and employers! organizations are coordinated by a provincial 
economic corporative council; and for the localities, this coordinating 
function is performed by labor contracts. 

A succinct description of the corporate principle of Fascism 
appeared in "Quadragesimo Anno" as follows: - 


"The state grants legal existence to the syndicate 
or union and thereby confers on it some of the 
features of a monopoly, for in virtue of this recog- 
nition, it alone, according to the kind of syndi- 
cate, can represent workingmen and employers, and 
it, alone, can conclude labor contracts and labor 
agreements. Affiliation to the syndicate is op- 
tional for everyone; but in this sense only can 
the syndicate organization be said to be free, 
since the contribution to the unions and other 
special taxes are obligatory for all who belong 

to a given trade or profession, whether workingmen 
or employers, and the labor contracts drawn up by 
the legal syndicate are likewise obligatory. ... 


"The corporative organizations are composed of rep- 
resentatives of both unions (i.e., of workingmen 
and employers) of the same trade or profession, and 
as true and genuine organs and institutions of the 
state they direct and coordinate the activities of 
the unions in all matters of common interest." 


lDixon and Eberhart, Op. Cit., Page 515 
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In Germany, Fascism functioned under the Nazi party. The 
National Socialist party was the only legal political organization of 
the people and economically it strived for self-sufficiency even if it 
had to be attained by conquest. This program entailed the 


1. Elimination of democracy and substitution of an 
euthoritarian state under dictatorial leadership 


2. Creation of a totalitarian social system that 
would bring the wealth and labor of the German 
people into the service of the state 


3. Restriction of imports in order to build up the 
home supply 


4, Reclamation of land 


5 Subsidizing production of wool, vegetable oils, 
synthetic products 


Industry and labor were under close control. The industrial 
worker was under the immediate control of the employer who in turn was 


under the immediate control of the state. ~ 


Comparison of Fascism and Socialism 


The major similarities and differences between Socialism and 
Fascism are set forth below. 

Similarities. Both are revolutionary movements opposed to 
a democratic way of life. 

Both adopt the same method of revolution - direct action by 


a firmly organized party under dictatorial leadership followed by 


lfairchild, Furniss, and Buck, Op. Cit., Page 795 
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terroristic methods to carry out their program. 

Both subscribe to the principle of planned and controlled 
economy. 1 

Differences. Fascism worships the state as a spiritual en- 
tity whereas Socialism would do away with the state entirely. @ 

Fascism is militantly national whereas Socialism is inter- 
national and recognizes no political boundaries. 

The Fascist state is dominated by a small party of the elite 
whereas Socialism intends to include everyone in the governing party. 3 

Fascism claims that all people - proletariat and bourgeoisie - 
are bound by the same obligations of loyalty and service to the state 
whereas Socialism believes in class struggle as a means of social 
evolution. 4 

Fascism makes woman the subordinate of man and believes in 
racial superiority whereas Socialism recognizes essential equality of 


human beings. 5 


lipid, Page 781 

2Pixon and Eberhart, Op. Cit., Page 520 
3Fairchild, Furniss, and Buck, Op. Cit., Page 782 
4)ixon and Eberhart, Op. Cit., Page 520 


5Ibid, Page 521 
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Both Fascism and Socialism charge that capitalism assures no 
real freedom for the average man; and although vigorously denying the 
validity of such a fact, both Fascism and Socialism have completely 
taken away man's liberty and he has become no more than a machine which 
must perform as his master (the state) commands. In the Soviet Union 
both materials and workers are assigned; workers cannot change jobs 
without government approval; and under their internal passport system, 
they are liable to imprisonment if they leave their villages without 
permission. - 

In Russia, the planning commission through its five-year 
plans has succeeded in guiding the nation's economic activity toward 
the goals set up in advance. Success of such dictatorial economic plan- 
ning has been due to the fact that the country was suffering extreme 
scarcity in all departments of its economic life. Therefore, it could 
be safely assumed that the consumers! requirements were greater than the 
supply and the people would be happy to get any style, quality, or quan- 
tity of an item where there had been a dearth of that item. Even today 
there is a great scarcity in consumer goods as evidenced by the fact that 
during the last war a foreign correspondent in Austria wrote a 
"Once upon a time many feared that if Russians went 
abroad they would spread the virus of Communism. To- 
day hundreds of thousands of Russian soldiers are 


trying to avoid going back to Russia. Desertion is 
widespread. Nothing has impressed the Austrians more 


laccountant's Weekly News Letter, New York: Prentice-Hall, Inc., 
March 1944 


2kccountant's Weekly News Letter, October 15, 1945 
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than the Russian soldier's ignorance of the modern 

world. Many are astonished to see electric lights 

and play the switches like children. Watches and 

clocks they will almost die for." 

Italy's and Germany's economic success were pertinent ex- 
clusively to war. They were predominantly militaristic and all ef- 
forts expended were aimed to becoming aggressive. 

Communism has overrun the boundaries of Russia and is the 
form of government in many Russian controlled territories both in 
Europe and Asia. Poverty has given a great impetus to its growth for 


starving people will grasp at any straw which holds any hope, no matter 


how small it might be, of work, wages, and food. 


20 


totiem on ,ecod ye abLod doitw werte yns 48 gery, ILew Raa 


o q 
iy ae 
ae eid ‘bo 95 ssnigg nite 
tdati ofitosle ope 6F bedatnoten y 
hoe sédote¥ . rentbLdds ‘eSif sodovh 
"ot elb vsomis Lf we 
? 
‘Y 
~xe taealiteq ovew sa9onee plmonoxs a'y cased aca at 
ge * ch mae a 
-to [Ie Sas oldelratifin ¢idaasctaobesq atow yout sta of Movies 
‘ 4 S Weed 
-oviezetage aatimosed of } hombs erew vosnegne 08% x03 
| “ gh mene >, 
4 
ody et Bes siees to asitebauod sit act t3¥0 vs wezasamod ion 


‘ ie Arlee y i] 


Dy 

Ly 
Ep hort . ala a pene 
al djod astrostited heiloriaes aeteash yeam a tot 


ot 


= 


10t déwor ett of carton: HOTR B sevig ean Wreved sated baa gous 
) aa 


“ate 


aie 


Tit 


Evolution 


The seeds of planned economy in the United States were 
planted with the establishment and settlement of the thirteen original 
colonies. The colonies were governed by a system of regulations and 
practices by means of which the parent countries managed the colonies 
so as to make them contribute to the parents!’ wealth and power. 

Spain, France, and Holland developed a definite system of 
colonial control and regulation. It was a system of government mono- 
poly and control which was applied to practically every department of 
activity. Land was allotted in certain amounts and cultivated with 
the forced labor of the inhabitants. It involved the absolute serf- 
dom of the natives who were forced to cultivate the land and work the 
mines for their parent countries. Production and commerce of the 
colonies were monopolized by the mother countries. To accomplish this 
end, intercourse by the colonies with foreign nations was prohibited. 4 

Colonization by England had the most far-reaching effects; 


and under England, the rule of the colonies went through the following 


leogart and Kemmerer, ECONOMIC HISTORY OF THE AMERICAN PEOPLE, New York: 
Longmans, Green & Co., 1942, Page 18 
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phases: 
1. Complete rule by the king 
2. Self-government by the colonists whose laws were 
to be in accordance with Inglish laws and subject 
to veto in England 


3. Complete autocracy which led to the Revolutionary 
War 


It was natural and logical that there should be complete 
rule by the king in a colony which had just been established and in 
which the settlers had no experience in the field of government. 
Therefore, in 1606, when Virginia was founded, the English monarchy 
created the charter and reserved for itself the ultimate jurisdiction 
over the colonial government. A specific provision in the charter for 
the colonization of Virginia was that a resident council was to be 
appointed which was to make ordinances which were to be in accordance 
with the English law. A treasurer was appointed who was to receive the 
goods sent to the colony. He was to administer the common store to which 
every man's produce should go for five years. After the resident coun- 
cils were abolished in 1609, a governor was appointed who had the 
authority of military law. | 

The policies prevalent in Europe between the sixteenth and 
eighteenth centuries naturally were reflected in the policies practiced 
in the colonies. This period was devoted to the development of national 
power and was known as the age of mercantilism. To fit into the mercan- 


tile system, the colonies were to supply the raw materials for English 


lgassett, John §., A SHORT HISTORY OF THE UNITED STATES, New York: The 
Macmillan Company, 1939, Page 45 
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manufacturers and a market for finished goods. The colonies were re- 
quired to send to England alone certain specified articles. They were 
to buy their imports from the mother country and colonial manufactured 
products which would provide the colonists with goods which could be 
bought from England were prohibited. Furthermore, carrying trade was 
confined to British ships. 

The policy of England toward the colonies was expressed by 
Sir Francis Bernard, governor of Massachusetts, as follows: - 


"The two great objectives of Great Britain in regard 
to the American trade must be 


1. To oblige her American subjects to take from 
Great Britain only, all the manufactures and 
European goods which she can supply them with 

2. To regulate the foreign trade of the Americans 
so that the profits thereof may finally center 
in Great Britain, or be applied to the improve- 
ment of her empire." 

The colonists enjoyed a large measure of local self-government 
and they had become quite adept at evading England's acts of trade. 
However, after the war with France in 1763, England decided thet the 
colonists should bear the expense of the war; and therefore, a more 
vigorous policy of colonial taxation and control was embarked upon which 
eventually led to the Revolutionary War. The following summarizes the 


acts of England which eventually caused her to lose all control over the 


colonists: 2 


lpogart and Kemmerer, Op. Cit., Page 162 


2tbid, Page 181 
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1. Fur trading was prohibited to the colonists. 


2. Westward expansion was forbidden and settlement 
was restricted to the seacoast. 


3. Colonists were to import from England alone. 
4, By the Sugar Act of 1764, the colonists were for- 
bidden to import rum or spirits from foreign 
countries or to trade with the French West Indies 
5. The Stamp Act of 1765 provided that taxes be paid 
on legal transactions, licenses, newspapers, 
pamphlets, diplomas, and playing cards, and severe 
penalties were imposed for any violation thereof. 
6. Exorbitant tax laws were passed which imposed a 
hardship on the colonists who had already been for- 
bidden to trade where they pleased and to export 
and import whatever they pleased. 
Although the Revolution was fought for freedom, it was not 
for an unrestrained freedom which would cause hardship and suffering 
on that and succeeding generations. The drafters of the Constitution 
seemed to be gifted with foresight as is evidenced by the fact that 
that instrument has been the medium of government for almost two cen- 
turies with very little revision. It provided among many other things 
& plan to make competition as effective and beneficial as possible not 
by deciding what should be produced but by creating conditions favorable 
to the suecess of private enterprise. It is our government's expression 
of its concern to protect and advance the economic welfare of the people. 
The Constitution was made elastic enough so that it could be 
revised by amendments to provide for the age in which it would be operat- 
ing. The following passages of the Constitution are the foundation laid 


by the founders of our country on which to build for economic planning 


when and if necessary: 


-atataoloo adi of ae aaw gab bars 
tnameliigee bas a robbLdto’. eaw oote cage buawteo® Ss 
: tenconen edt. ot Setolituer “ 


,enols baslact mott dxroqmt o¢ stew stetnosod co 


} 

~tot otow etetmoloo end HTL to tok tage odd = 
natetot mort etiaige 1° mrt tiogmt of mobhid . 
setbal sao¥ donent oft dt bw ebntt of =. upkstamen 


tad? bebivota 269f to 2oA ar 23tB ea? a 
is 


' qewom ,eeeaoott ,eoottowenert Lagoel no.” 
‘eteves box ,abiso gatyelq baa ,semolgth ,stekiqnaq | 
= stooteds noitaloty yas tot benogmt eitqw eeliiageq. §  .: 5 4 


8 beaocut fotidw heessc eter ewe xa? tas giidzoxE 4d - TA 
-%0% noed ybsetle Sad odw atatacloo sd? ac qide brett 
txegte of has beesata yedd ovedw obetd of aabbid 
«bas colq yod? tevesedw tiogmi bog 


don paw th ,mobeett rod. tdgs0t sew aoltulove aif ode syoestd Lk 
gituetiee Sas gidebtadl exsuso blvow doidw ecbaial ees as <0 oe 
mokoua tie no) edd to atetteih sat <sncllemnat aethesooue Sas tad? o 

tadd tost edd ‘il beonehive et aa | deigteorot nitw beds a 


-2199 owt ¢somfe rot iam nrleves to arth bem ont aoed aati daomerst 
r : f 7 

again? tedto ysem anoma behtvotq #1 cele lvet eLstit ror div 
+ é ,” 4 a lf 

ton oldterog es Iatottemad bus svitoe tts BA nobsttogten Pie 


eldstovat anot 


sokesergze e! }nenats vey to at tl .aedt rretae faving | he ‘contol oid om ; ve 
Zo ee a co sie — 

-elqosq. and ta exstiow | olumnsoe edit eons y be ‘bao footers aia BOs 

; | ; | i i 


iri dA at 


wi 
60 biseg tf tant on. dysrosre otiteate es om saw nobsat han 


anaes ad <snnds tt dot cdw ak ous old 0% ebivorg os hig >a s ud bes 


Abat noitabaue? ait ore. nobiat tt aod. ar te 4 


oon 


pataseda 5 oimonoas tot biked of dotadw a0 ‘erin. =o 


25 


Article I. Section 8. (1) 

"The Congress shall have the power to lay and collect 

taxes, duties, imposts, and excises, and to pay the 

debts and provide for the common defense and general 

welfare of the United States; but all duties, imposts, 

and excises shall be uniform throughout the United 

States." 

Article I. Section 8. (3) 

"The Congress shall have the power to regulate com- 

merce with foreign nations, and among the several 

States and with the Indian tribes." 

Article I. Section 8. (5) 

"The Congress shall have the power to coin money, 

regulate the value thereof, and of foreign coin, and 

fix the standard of weights and measures." 

It was this Section 8 of the Constitution that the federal 
government eventually had the power to eliminate and/or alleviate the 


discriminations suffered by farm organizations, individual shippers, 


and people in areas where railroad rates were burdensome. 1 


Need for Legislative Control 


With the gaining of independence, the United States of America 
was freed from the shackles of Great Britain and her restrictions pro- 
hibiting manufacturing in the callentens: Because of our rich resources, 
industrial expansion was very marked; and during the nineteenth century, 
was almost phenomenal. Industry began to use machines and power and en- 


listed the cepital and enterprise of both individuals and groups in 


lseaver, Charles H., INDUSTRY IN AMERICA, New York: Harper and Brothers, 
1946, Page 54 
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pioneering ventures. 

As a nation we made a transition from a country dwelling 
and mainly agricultural people to a city dwelling and mainly manufac- 
turing nation, and our technique was transformed from hand tools to 
power driven machinery. In 1851 Horace Bushnell speaking to a meeting 
of Connecticut farmers said; + 

"Phis transition to water and steam power is a great 

one, greater by far than many have yet begun to con- 

ceive - one that is to carry with it a complete 

revolution of domestic life and manners." 

Within a space of sixty years (1840-1900), innovations and 
expansion in industry Sears vaaeed - similar changes which in Eng- 
land spread over two centuries. Rapid progress was evidenced in the 
new methods and mechanisms which were adopted almost simultaneously in 
agriculture and manufacturing, in transportation and commerce, in bank- 
ing and exchange. Population shifted from one occupation to another; 
new lands were brought under cultivation; capital was transferred from 
one channel to another; canals and railroads opened up new markets. 

During this period of industrial expansion, there was little 
or no restriction on competition between enterprises. All this feverish 
and unbridled competition was accompanied by an enormous waste of natural 
resources, of capital, and of human resources. Many of the railroads were 


built for promoters! profits and could not carry the load of the debt with 


which they were saddled. Forests and mineral resources were wasted in 


lgogart and Kemmerer, Op. Cit., Page 440 
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order to get quick réturns. Overdevelopment of productive facilities 
exceeded the capacity of them, * 

Almost to the end of the nineteenth century the prevailing 
economic philosophy of the American people was oun of laissez faire, of 
almost unrestricted individualism. With practically free land and 
boundless national resources, the economic virtues called for were 
initiative, enterprise, energy, and skill to develop these resources 
and to convert the land and materials into consumable wealth. As long 
as there was enough for all, little disposition was manifested to curb 
the activities of the enterprisers who were building railroads, drilling 
oil wells, opening mines, cutting lumber, and in many other ways build- 
ing up their fortunes. 

However, when the first national inventory of our natural re- 
sources was made in 1909, it revealed a startling depletion of our re- 
sources and @ strong reaction against exploitation set in and cries were 
meade for regulation and control. The first protests were made after the 
Civil War by the farmers who felt aggrieved by high freight rates and who 
demanded public regulation of the railroads. This protest paved the way 
for the Interstate Commerce Acts; and as public approval was shown, the 
laissez faire philosophy was being replaced by a control policy. From 
that day to this, the government has been radeasven to prevent economic 
domination or abuses of our liberties from the ever=growing instrumehts 


of business. 2 


lSeaver, Charles H., Op. Cit., Page 137 


2Bogart and Kemmerer, Op. Cit., Page 889 
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IV 


—_—_—_ — == 


State Regulatory Legislation 


From their beginnings the American governments, both state 
and national, have been concerned with the economic activities of the 
people, to protect and advance their economic welfare; and with this as 
their objective, state governments in their respective constitutions may 
control economic activities within their borders. } 

In the early days of the birth of our nation, the prevailing 
philosophy was that the state government should interfere as little as 
possible with the right of the individual to engage in business or 
farming, to buy and sell labor and commodities on whatever terms and 
conditions he may choose. But as industry expanded and became more com=- 
plicated in its structure, it was deemed advisable by the various states 
to make use of their regulatory powers for the general welfare of the 
people. Public opinion began to turn toward the removal of the most 
obvious abuses of economic freedom, There was increasing pressure through 
organizations of such groups as farmers, industrial labor, and new politi- 
cal parties for regulatory action by state as well as national govefnment. 


The increasing growth of combinations, trusts, and monopolies hampered the 


lseaver, Charles H., Op. Cit., Page 263 


2e7ate GENO ERD AL QIAN weep 


fae « 
sotigfelsel yt03 elnek 2 ig $2./) oF “ 
nario 
etete dtod ,atnematsvop anoliemA ect agataaigead stedt cork ad 


edt to eetéivisos olmomeoe stilt dtiiw hemtesnea good wed ace LS , 
; aes 
+44 i -) ne 


ss etd? dttw bus ;e1atfew otmenoce ziedd eopevbs haa Joetotg ot ,elqnsg + 
< a 


yam enoitutitsanoo evitosges: tied? af atmeaatevog siace cevisoetdo 
. 4 P 


f fo oak 
* .etebi0d tiedt nidéiw settivitos ‘otmoncns af 
e ow) ; ® 
satiteverq elt ,coltea xwo to ditid edt te syed xiase exit al im 
76 gen” “ 
as eftsil es ersttedat bivoda Inomateveg otata edd dedd eaw ygere Ltda wa" 


c 
vA 4 
x0 esanlasd of ogeano of Laubivibsl edt bl tdgtz odd att ” sistenog 


et ent 
base emies tavetanw ao eeljibommeo bas rodal Ifea bre yud oF ane bs = 


“wes atom emeosd bas et Yiteubat oe tHE .eeceio Yas of 4 


~ 


seteée esotitay eid yd sidasitvba bemsob aaw tf Casenbinas iw, az s 

edt to o1stiew fetemeg ait rot atewoq Yretelaget xteds to ome dian 91 

| i ee 
deom eft to Lavomet edd baswot aunt et as sno sotatas abit «® 

’ oes. Pree Pa 


de, words etvessie anteastoat gaw oredt nebaext otmenose to. Aint 


~ivilog wen bus ,todal 


4 oe 


function of the free competitive system as a method of adequate produc- 
tion and effective distribution of commodities for the satisfaction of 
human wants. 

The states are endowed with "police powers" to legislate 
for the protection of public health, safety, and morals; and under 
these powers, embrace regulatory legislation which may be classified 
as follows: } 

1. Statutory requirements essential for beginning a 

business - such as a corporation - which is an en- 
tity created and supervised to a very strict de- 
gree by the state. 

Corporations. To become organized, an application for a corpor- 
ate charter signed by a required number of incorporators must be filed 
with a designated state officer. This application must state the name 
by which the corporation is to be known, the nature of the business to 
be conducted, the amount of authorized capital stock and number and 
classes of stock into which it is to be divided, names and addresses of 
the original subscribers to the capital stock, and the assets paid or to 
be paid to the Cipakataee by these subscribers. 2 To prevent stock 


watering, it is frequently stipulated by law that the corporation shall 


not issue stock except for money, labor, or property actually received 


lpillavou and Howard, PRINCIPLES OF BUSINESS LAW, New York: Prentice- 
Hall, Inc., 1940, Page 477 


2Finney, H.A., PRINCIPLES OF ACCOUNTING - INTERMEDIATE, New York: Pren- 
tice-Hall, Inc., 1946, Page 92 
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equal to the amount of the par value of the stock. 1 If a state so de- 
sires for the reason that a corporation has committed an ultra vires 
act or for some other reason, it may revoke the charter and dissolve 
the corporation. 

Since the corporation is a creation of the state, it is subject 
to the supervision of the state in which it is organized and of the other 
states in which it does business, and it may not engage in any business 
other than the one specified in its charter. Frequent and varied reports 
are required by the states in which corporations are incorporated or in 
which they are transacting business, 

Earned surplus is generally available for dividends subject to 
certain state limitations among which are the following: 2 

ae Dividends may be paid if there are sufficient 
profits before a discount on the issuance of 
stock has been written off. 

be. Dividends can be paid in an amount equal to 
the sum of the surplus and the depletion 
provisions. 

c. If losses have impaired the capital, the pay- 
ment of dividends is prohibited until the 
capital is restored and a surplus is created. 

d. No dividend can be paid if the corporation is 


insolvent or if the payment of the dividend 
will render it insolvent. 


lgeara, Charles A., AMERICAN GOVERNMENT AND POLITICS, New York: The 
Macmillan Company, 1939, Page 640 


“Finney, H.A., Op. Cit., Page 152 
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The following are express powers usually conferred by statutes 
on a corporation: 1 
a. To have a corporate name 


b. To own and convey property in such corporate 
name for corporate purposes 


ce. To sue and be sued under its corporate name 
d. To have a corporate seal 
e. To make by-laws 
2. Statutory requirements essential to financing a busi- 
ness - It is necessary to comply with a state's 
"blue sky" laws in the financing of a business. 

A corporation's outstanding stock may not be more than the 
amount authorized by the charter. Several states forbid the sale of 
stocks and bonds that have not been approved by state authorities. A 
corporation desiring to increase the amount of its authorized capital 
stock must receive approval for the amending of its charter accordingly. 
A corporation desiring to do business in states other than the one in 
which it is incorporated must usually obtain licenses from such states 


and pay franchise taxes to those states, 


3. Statutory requirements essential to locating a 
business and concerning operation of a plant 


a. Standards of safety and sanitation - The 
safety, health, and comfort of all per- 
sons employed in mines, factories, and 
other industries aré covered by a great 
variety of state laws. Some of the 


lgabb and Martin, OUTLINE OF BUSINESS LAW, New York: Barnes and Noble, 
Inc., 1946, Page 281 
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limitations placed upon industry in this re- 
gard are as follows: 


(1) Factories and workshops must be ven- 
tilated. 


(2) Dangerous machinery mst be safe- 
guarded. 


(3) Penalties are placed upon employers 
using unsafe and improper scaffolds, 
ladders, and mechanical devices in 
building work. 


(4) Fire escapes must be provided for 
factories over a specified height. 


(5) Certain standards of cleanliness 
must be observed in bakeries 


(6) Proper sanitary facilities must be 
installed in factories and mercan- 
tile establishments. 
be. Hours of employment and workmen's compensation - 
These topics are discussed in the chapter on 
labor. 


4, Statutory requirements involved in advertising and mar- 
keting a product. 


Most of the states regulate the nature and character of adver- 
tising, set standards of quality and quantity of commodities manufac- 
tured and sold, andrequire registration of all trade marks. 2 

5. Statutory licensing requirements. 


Personal services and professional and business activities are 


regulated and controlled by legislative requirements which have for their 


linia, Page 653 ff 


2Dillavou and Howard, Op. Cit., Page 479 
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purpose the protection of the public against incompetent and unprofes- 
sional conduct. 

The state regulations mentioned in the preceding section are 
regulations in general and do not apply to all states. Each state makes 
its own intrastate laws and those residing therein are bound to abide by 


these laws. 


Federal Regulatory Legislation 


In the industrial field, while the state provides regulatory 
legislation for intrastate activities, the federal government embraces 
the entire nation with its interstate controls. To preserve the com- 
petitive system and to eliminate the abuses which resulted from a too 
literal and liberal interpretation of "laissez faire" and to direct the 
acumen and initiative of private enterprise into constructive channels 
for the welfare of the nation as a whole, the federal governmant found it 
necessary to enact various regulatory laws, 

In 1890 the Sherman Anti-Trust Act was passed which provided 
that “every contract, combination in the form of a trust or otherwise, 
or conspiracy, in restraint of trade or commerce among the several states 
or with foreign nations" is illegal. L This act has for its purpose the 
preservation and maintenance of free competition in interstate commerce 
by thwarting monopolistic control of large corporations. Since the act 


does not apply until monopolies are actually in operation, it cannot 


lgabb and Martin, Op. Cit., Page 355 
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effectively reach unfair trade practices which produce combinations and 
monopolies in restraint of trade. In order to define more definitely 
what unfair competitive acts are in restraint of trade and to regulate 
unfair trade practices, Congress passed the Clayton Act in 1914. J 

The Clayton Act dealt with four major practices which operated 
to curtail competition: @ 


1. Price discriminations were declared illegal 
when they operated either directly or in- 
directly substantially to lessen competition. 
Price variations were permitted for differ- 
ences in guantities, quality, or cost of 
handling orders. 


2. Restrictive sales and leases, known as tying 
contracts, were forbidden. This struck at 
large concerns which made price concessions 
to dealers who agreed not to handle competing 
lines. 


3. A halt was called on the combination of com- 
peting concerns by means of holding companies. 
These companies were forbidden to acquire stock 
of enterprises where the effect of the acquisi- 
tion would be to lessen competition substantially. 


4, A curb was placed on interlocking directorates. 
By having the same persons serve as directors of 
numerous large enterprises in the same line of 
business, a uniformity of policy often developed 
among the enterprises which served to impair 
competition, The Act restricted the number of 
large enterprises of a competitive or similar 
nature in which an individual could serve as 
director. It recognized the fact that banks in 
financing industries on a large scale may con- 
brol their management and so stipulated that no 
person may serve as a director, officer, or em- 
ployee of more than one bank organized under the 


Ipillavou and Howard, Op. Cit., Page 481 


2Frain, H. LaRue, ECONOMICS, Boston: Houghton-Mifflin Company, 1937, 
Page 253 
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law of the United States and having above 
$5,000,000.00 in capital, surpluses, and un- 
divided profits. 

Along with the Clayton Act, the Federal Trade Commission Act 
was passed in 1914. This Act provides for an agency in the form of the 
Federal Trade Commission which was given comprehensive powers of in- 
vestigation and the authority to call upon businessmen to produce records 
of all sorts and to give testimony when required. The Commission was 
authorized to investigate the practices of any corporation guilty or al- 
leged to be guilty of violating the anti-trust laws (Sherman Act and 
Clayton Act).. It was also permitted to investigate the way in which a 
corporation was carrying out the decree of a court in an anti-trust case. 
It was the duty of the Federal Trade Commission to prevent unfair methods 
of competition. l 

By the Wheeler-Lea amendment to the Clayton Act in 1938, the 
Federal Trade Commission may apply for preliminary injunction to stop 
false advertising of injurious drugs, food, devices or cosmetics, thus 
protecting the public pending the final disposition of the case by the 
courts. é 

In 1936 Congress passed the Robinson Patman Anti-Price- 
Discrimination Act which amended the Clayton Act and which declared it 


unlawful for a seller to discriminate in price between different purchasers 


lysirchila, Furniss, and Buck, Op. Cit., Page 564 | 


2Babb and Martin, Op. Cit., Page 357 
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of commodities of like grade and quality. This Act provided for the 


following: ‘ 


1. 


Ze 
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Permissible price differentials. The Act does 
not prevent price differences if the differences 
are due to the cost of manufacture, sale, or de- 
livery resulting from different methods used in 
manufacture or delivery, or from the quantities 
in which such commodities are sold or delivered. 
The Federal Trade Commission may, after investiga- 
tion and hearing "fix and establish quantity 
limits and revise the same if necessary, where 
available purchasers in greater quantities are 
so few as to render differentials unjustly, dis- 
criminatory, or promotive of monopoly." 


Selection of customers. Persons engaged in sell- 
ing goods, wares, and merchandise are not pre- 
vented from selecting their own customers in 
bona fide transactions not in restraint of trade. 


Lawful price changes. Price changes are per- 
mitted "from time to time, where in response to 
changing conditions affecting the market for or 
the marketability of the goods concerned, such 
as, but not limited to actual or imminent de- 
terioration of perishable goods, obsolescence of 
seasonal goods, distress sales under court pro- 
cess, or sales in good faith in discontinuance 
of business in the goods concerned." This sec- 
tion does not limit price changes to the situa- 
tion enumerated "such as" perishable goods, and 
so forth, but to other "changing conditions af- 
fecting the market," which conditions cannot be 
predicted by legislation. 


Brokerage fees, allowances, discounts. "It shall 
be unlawful for any person... . to pay or 
grant, to receive or accept anything of value as 
a commission, borkerage, or other compensation, 
or any allowance or discount in lieu thereof, 
except for services rendered in connection with 
the sale or purchase of goods, wares, or merchan- 
dise, either to the other party .... to an 
agent, representative, or intermediary. 


Iniilevou and Howard, Op. Cit., Page 482 ff 


+ ’ ur a "a ‘ 7 7 | ; 
i | a ' q ay ay fh if 
edt wot bebivota soA etd? .¥dbianp bas ebety aati to eolsih uss oto 


seob doA sill .afstimetettts sotig eldtestarst .f 
geomotettlh odd Yk esometettéh eoftg saoverg ton 
-eb so ,oise ,stutostumiem to top, odd of eub ete _ . 
nt bear ahowitom tnetettibh mort yatdiveet groves AP 

getii¢cesp ont mort to ,gtertich to easttostiaam ri 
betevifes to blow sie asttiforimen dome dokaw at 

~saitesvat totts ,yom mokeeiamed ohetl Ietebel elt 
yiitasup delidades bas xit" goisead bas sols aa.) 
oradw ,yraresoem tk smee edt eatvet Sma etintl Rey 

ors cotitimesp teteeta at etegadows oldelteve 
vaih ,viteutas alaitaeretith teibset of e@ wot o8 . 

R vlogendm to evttomoxd to ,ytotanimizo 


«-ifes at begegne enoorsl .etemoteno To nottosf{ea .S 
-s1¢ tom ote setbcadoion bas ,aeTew ,aboog gat 
nt evemotess awo tiedt gaitestee mort bedseyv 
,ebaxt to tatartest at ton aneitoseaet¢ off snot 


-ieq ets seguato soitt saenmals eseltg Lftwed .€ 


of exnoqeet st oredw ,omtd of emtd dort" Shedd ia ye TR ae 
<o tot fecitam and anitoetts aneltizaoo gatgaedo mr hs 
tose ,bowteonos ebooy add to ydilidetettem ods © piv 

-ob toontmmt to fauton of betiali tom tid , a8 a 


to eomssgelondo ,eboog oldadetted te acksezolted ; Pho 

-~otg iio tebar soled avert] th ,~eboos Iesoenee | 
somumktnooeth ai détiat heog ai egiae to ,88¢9 i 
~je0 ald? ",beatoonoos abcos edt af erantesd To . 

segdta edt of aggmedo ooiig timti tom Beek ootd 
bas ,shoog eldadeltag “es dove" hetetamime ok? at | 
mig ecotttbres situa” redto ot fod diner ce , ~ 2. 
ed soaseo anoiéibace dotdw ",vedzam eft paitos? ’ en 
«tobtaleizel yd betatbetq “ee aa ie , 

ei 


Lfatia 31° catmrooets ,econeworts best pyntetert oA 
ao yoq of « « « » feetad Yes set intwelas od 
an ouley to satdiyas iqescs 16 evisoet ot ,taem 
soltecneqmog sedso 10 ~egateliod ,solsaimmes & 
,toszeds well st tapooath to gonewolla yas to — 
ttky aotiseanes at hetebae: ssotvies tet Yqeore — 
~aeutotem wo ,eetaw ,ahotg to esmdoze so olae eat 
me of . « « « Etteq tendo sdt of steittoe eat 
syictheerstal 20 ,ovitetnesetget .tmegs 


= ge 


J y 
le ee Ce | : | : 
: m the ‘ if 


' t 
a 
’ 
; 
fe 


vi ’ 
p Sul 


\ } . F : ew ee Ae poe 
Y2 SOU oged ,.c20 .q0 ,buewoll fae sovelted” 
, aD, |, ca) At vik 4) 
7 } uy A iV , i hit ¥ i 


; ays) Lae is , ray, 7 
re A ; we aa) Ge eee 


ir 


56 


37 


"That it shall be unlawful for any person .... 
to pay or contract for payment ... . anything of 
value to or for the benefit of a customer as com- 
pensation for services or facilities ... . un- 
less such payment or consideration is available 

on proportional equal terms, to all other customers 
competing in the distribution of such products or 
commodities. 


"That it shall be unlawful to discriminate in favor 
of one purchaser against another of a commodity 
bought for resale by furnishing services or facili- 
ties connected with processing upon terms not ac- 
corded to all purchasers on proportionately equal 
terms." 


Inducing price discrimination. "That it shall be 
unlawful for any person knowingly to induce or re- 
ceive any discrimination in price... . or to 
assist in any transaction . .. . which discrimin- 
ates to his knowledge against competitors of the 
purchaser," 


Enforcement of the act. Violations of the act are 
subject to cease and desist orders issued by the 
Federal Trade Commission, to a suit in equity for 
an injunction by the United States Government, to 
a suit for simple damages or statutory triple 
damages by any person injured, or to an injunction. 
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CONSERVATION AND AGRICULTURAL PLANNING 


"While natural resources can exist without man, he cannot 
exist without them. They are essential for his life and necessary 
to his enjoyment of it. The pressure which increasing population and 
higher standards of living impose on natural resources can be relieved 
in part by the manner in which the resources are used. The extent to 
which the pressure can be patitnant and the tendency to diminishing 
returns offset, depends upon the improvements in the methods of using 
the resources. How far these improvements will go only time will dis- 
close, but upon them the future prosperity of mankind depends," 1 

America was, when discovered, a continent of rich resources 
in an unused snd if tein. The settlers in this land founded a govern- 
ment which pursued the policy of getting its public domain into pri- 
vate hands as quickly as possible. This policy is reflected in the 
following laws and pEsetiaeast 


1. Public land sales, 1776-1820 - Sale of lands 
to private buyers 


2. Pre-emption Law, 1820 - Confirmation of 
squatters' sovereignty over the public lands 
which they had occupied upon payment of 
$1.25 per acre 


1¥rain, H. LaRue, Op. Cit., Page 297 


2Renner, George T., CONSERVATION OF NATURAL RESOURCES, New York: 
John Wiley & Sons, Inc., 1942, Page 13 
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3. Homestead Law, 1862 - 160 acres of public land 
given away practically free to each settler 


4, Timber Culture Act, 1873 - 160 acres given 
away free and an additional 160 acres also if 
ten acres of trees were planted 


5. Desert Land Act, 1887 - Size of the free home- 
stead enlarged to 320 acres provided a part 
was irrigated 


6. Homestead Act, 1910 - Size of free homestead 
enlarged to 320 acres without any conditions 
attached 


The public domain originally consisted of approximately 
1,800,000,000 acres. By 1930, only 39% of the public domain remained 
in federal control. The remaining 61% was disposed of as follows: : 


Cash sales 25% 

Homestead Acts 1 

Grants to railroad companies 

Gifts to states 

Grants to road, canal, and river 
improvement companies 


i egE ot 


Total 


This natural resource policy of our forefathers proved very 
wasteful in economic terms. The free market system does not allow 
for the conservation of capital in the form of natural resources. Be- 
cause of competitive conditions lumber companies look upon a forest 
as @ Mine; mine companies head for the richest veins with no considera- 
tion for the violations of sound engineering practice. By the default 
of private enterprise the task of conservation has passed and will 


continue to pass to the government. Private enterprise has had little 


lipid, Page 14 
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or no plans except a maximum of pecuniary return. The waste of natural 
resources reached a point where planning and foresight became mandatory, 
especially when the time elements in replacement of such natural re- 
sources were determined and which are as follows; 1 


Grass can be replaced sometimes within a year, 
but in the Dust Bowl not for many years. 


Forests can be replaced in from 20 to 200 years 
depending on the species of trees planted. 


Waters. Artesian basins may sometimes be re- 
filled in a few years if pumping is stopped, 
but most basins, lakes, rivers, and ponds, when 
they have run low or dry, wait for their re- 
placement on the forest cycle. 


Soils. Replacement by natural means requires 
centuries to thousands of years. 


Metals once mined can never be replaced. 

Fuels once used are gone forever as men measure 
time. Geologic processes might conceivably re- 
place then. 


After an orgy of waste, America was forced to face its 


record of depletion in its natural resources which presented the fol- 


lowing picture: 2 

Timber 80% cut (See Figure 1) 
Petroleum 67% depleted 

Lead and zinc 65% depleted 

Copper 51% depleted 

Iron ore 40% depleted 

Anthracite 35% depleted 

Cultivable land 10% ruined beyond repair 


lehase, Stuart, RICH LAND, POOR LAND, New York: McGraw-Hill Book 
Company, Inc., 1936, Page 249 


2Renner, George T., Op. Cit., Page 17 


lewiea to éteav el .ciier yrelouseg Yo wmizamz 2 Susoxe saetq on 16 


ojsbnom cmeoed tdptectot bas gatamelq oxsdw dntoq e bedgsez eontsoset 
~o1 Letstan dowe to taoneonigat at etaemele ombé aedw ylisloeqse 
{ :ewollot es ete doidw tug bert web Siew asotiice 


coy 2 midtviw eomidomon a ed a69 sastd 
.2tsey Yoom THt Jon Iwok sand od? of dud 


exsey OOS of OS mont at Sedgiget ed gao siteetot 
.botmale ae to estdege ext no gaihaoged 


-st od Seria gen atkeed seleodik  .2atetew 
gboqcots of antquyg 12 etasy wet o at bolltt 
seat sbaog bas ,etewmkit ,aeacl ,enised toom tad 
~st ttedt sot Stew ,yth <o wol aut evad yeds 

, .oforo teetel edt mo taemeoslg 


sertsper anesm Ieistsa 4d deomenal{qei .aliod 
satesy to ebasarodd of sakiusitaes 


-beoelast od teven ago beatm eono aletetl 
etvssom mem 26 Tevetol erog et bess econo eLast 
~et yidavienacs tigi senzeootg ofgefos) .omis 

~medt sosia 


ati. eost od beotet sew soitemA ,ofesw to yyte ae 79dTA 


-lot edt betucsexq dk tow gsotsosex Leman ett at metteLqei to bropes 


‘ ag? - 
e saan antwot 


(i oxmtt ee) to x08 todmit 
betelash &Td muveLoriet 
betelqeh Feo . oats ban bad 
hetelqeh 2f2 _ seqged 
botelgah BOs ero aor 
hotafaeh Rag etipardiaA. 

theget pau faenisx ROL taal oldevts Lod 


Hook [ith-wardoM slioY well ~GaAL A004 Chal BOTs fuacte esscat 
ews pe es ‘aout reaagned 


1 sacl \.f20 .q0 ..2 opzoad «seamed 


(NS Sipe 
Vat 


a we Ay 
| ; ia * Fart 
Pa ae 

he a } men ey 


f strglt 


: 
ij 
fi 


% @ £) ‘yt 
RRS «he ay 


m e . 4 . § 4 Ty Be A a ‘ethh aaa 
Of eget Sd ba 9 " . w } — 
; oy An en pi Soe ’ 


; Ry oi nial aa ‘ \ F 
ete ae WE) ei 


It was not until 1891 that Congress authorized the setting 
aside and withholding from sale public lands with timber and under- 
brush, 1 However, the actual period of conservation began under the 
leadership of Theodore Roosevelt. Under his administration, provi- 
sion was made for reserving to the federal government all rights to 
resources beneath the soil when arable lands wots eon away or sold. 
Water power sites were withdrawn from sale and arrangements were made 
for leasing them on a rental basis. In 1911 the government began to 
buy lands for reforestation in the Hast and the West. * Altogether 
234,000,000 acres of land were saved from further exploitation. 3 

In 1933 with the election of Franklin D. Roosevelt and with 
the impetus of the depression, the conservation program made more 
progress in three years than it had in the preceding thirty years. 
From March 1933 on, more than 100 Congressional Acts and Executive 
Orders bearing on conservation were passed, the following of which are 


a random sampling of the whole: + 


lgassett, John S., Op. Cit., Page 308 
2meard, Charles S., Op. Cit., Page 321 


3Chase, Stuart, Op. Cit., Page 299 


4thid, Page 302 
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March 1933. An act to relieve unemployment through 
useful public work, including forestation, preven- 
tion of flood and soil erosion, fire lanes and 
forest research 


May 1933. The act creating the Tennessee Valley 
Authority 


June 1933. N.I.R.A., including a public-works pro- 

gram for the conservation and development of natu- 

ral resources 

July 1934. Conservation of potash deposits 

February 1935. Act to conserve petroleum deposits 

April 1935. Resettlement Administration estab- 

lished, including work on erosion, pollution, 

forestry, and flood control 

Water. Without water, soil could not be formed and plants 
and animals could not exist. Water is needed for domestic purposes, 
irrigation, water power, navigation, and production of electricity. 

Water for domestic purposes is under the jurisdiction of the 
municipalities which supply water from springs, streams, reservoirs, and. 
artesian wells. To render the water free from disease germs, it is 
usually treated with chlorine or alun,. 

Water for irrigation purposes is discussed further on in the 
chapter. 

In 1920 Congress passed the Federal Water Power Act which cre- 
ated a Federal Power Commission charged with the duty of developing well- 
balanced plans for the utilization of all waters affecting navigation or 
waters passing through public lands. To insure public conformity with 


the plans which it adopted, a system of compulsory licensing has been 


inaugurated. Before any organization can erect a hydro-electric plant 
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on a site coming within the scope of the Act, it must secure a license, 
Licenses are issued for definite terms up to fifty years on the condition 
that the site is developed within a fixed time and the right of the 
government to recover possession is specifically reserved. However, 
this Aét, which gave the government control over the licensing and con- 
struction of power plants on public domain and along navigable streams, 
could not cope with the enormous growth of private companies engaged 
in interstate transmission of electric power. By 1930 the country was 
covered by gigantic electrical companies owning and operating plants 
in many localities. This great development was accompanied by acts 
that created public resentment against high rates and the issue of stocks 
and bonds that were worthless or of little value. Public agitation for 
the regulation of electric power holding companies and thé interstate 
operations of such concerns grew. This agitation resulted in the 
Wheeler-Rayburn Holding Company Act in 1935. It vests in the Federal 
Power Commission the right to regulate rates, facilities, and the is- 
sue of securities of concerns engaged in the interstate transmission 
of electrical power. 1 

In 1933 an act was passed by Congress which created a public 
corporation known as the Tennessee Valley Authority. This Authority 
was empowered to build dams, power houses, and transmission lines and 
to produce and sell electricity directly or through private contractors 


to private persons and concerns, states, counties and municipalities. 


lgeard, Charles A., Op. Cit., Page 326 
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In 1935 Congress increased the power of the act so that the Tennessee 
Valley Authority was authorized to lend money to state and local bodies 
for the purpose of acquiring facilities for electrical distribution. 
One purpose of this project was to provide electric power and discover 
fair rates for electricity. : 

In 1928 Congress passed a bill authorizing the building of 
a huge dam at Boulder Canyon for utilizing the power of the Colorado 
River to supply current to both public and private companies. The re- 
sponsibility for the operation of the Boulder Canyon Act of 1928 rests 
with the Secretary of the Interior. Subject to the approval of the 
states concerned - Arizona, California, Colorado, Nevada, New Mexico, 
Utah, Wyoming - he was authorized to construct,operate and maintain 
a dam at Black Canyon on the Colorade River. The water so empounded 
he may employ for irrigation, domestic uses, and the generation of 
electricity. 2 

Along with government controls and regulation, other factors 
have also contributed to the conservation of our natural resources. 
Improved extraction methods of our mineral resources have prevented 
waste that occurs in their production. Henry L. Doherty, a member of 
the American Petroleum Institute, was one of the first to recognize 


the waste in the production of oil. He indicated that there was a sense- 


less duplication of drilling and loss of reservoir energy. This was due 
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to the fact that oil is propelled to the surface by gas pressure and 

the more wells drilled, the more leaks there would be through which to 
lose this natural pusher. Some oil companies recognized the logic of 
this reasoning and where control was not too much divided, they made an 
attempt at unit production, thereby eliminating duplication of drilling. 
From this experiment waste of natural gas was reduced from over 100 bil- 
lion cubic feet to less than 3 billion with resulting gains in the amount 
of oil available for natural flow. Where control was not centralized, 
state enforced curtailment of production was requested; and from 1935 

on, regulation by states has been having some effect. - 

Our chemical age has ushered in an era of synthetics and sub- 
stitutes which has eased the load on our natural resources and has abetted 
the conservation program, Today scientists have concocted in their test 
tubes synthetics of all kinds - rubber, fabrics, and a multitude of resins 
that gave rise to the plastics industry. Plastics have been used as 
substitutes for and oftentimes are better than lumber and iron products. 

A striking example of this is their widespread use in the airplane con- 
struction industry. | 

As an immediate result of the conservation program, 30,000,000 
acres of coal lands are to remain the permanent property of the people 
of the United States. Also 5,000,000 acres of oil lands and 4,000,000 
acres of oil shale lands, 2,000,000 acres of phosphate lands and 9,000,000 


acres of potash deposits have been retained permanently by the federal 


lphelps, M. B., MY COUNTRY 'TIS OF THEE, New York: ‘The Macmillan Company, 
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government. 


The Civilian Conservation Corps of the Franklin D. Roosevelt 
administration built roads, trails, fire lanes and bridges, and cleaned 
up fire hazards in the forests and planted mny millions of trees. 

It has been proved that without government intervention, 4 
tragic waste of our natural resources results. Even with government 
planning, progress has been slow, A discussion of the conservation of 
our mineral resources has been omitted for just this reason as nothing 
substantial has been accomplished as yet. However, a beginning has been 
made and with the cooperation of the people, much will be accomplished. 
In the words of Stuart Chase, this is aptly expressed as follows: 


"The rescue squad is hard at work on a score of fronts, 
federal, regional, state and local. It can justly be 
criticized for lack of coordination, for overlapping 
services here and there, for certain plans based on 
inadequate factual surveys, for many examples of inef- 
ficiency. But one consideration stands head and 
shoulders above the need for consolidation and better 
executive detail. The administration at Washington 
has accepted the fact that America is no longer adoles- 
cent - booming and boosting its way into an incredible 
future where growth curves never level off. It ac- 
cepts maturity - is done with the concept of infinity. 
It believes that the time has come to replenish the 
physical assets of a continent worn and ravaged by 
centuries of adolescent carelessness and misuse. It 

is acting on that belief with a billion dollars and a 
million men. 


"No more exciting and rewarding work is going on any- 
Where in America. I speak of all the forces of 
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conservation, administration or nonadministration. 

These services are fighting for our homeland, attack- 
ing enemies as destructive as invading armies from 
beyond the seas. They are the Land Guard, Whether 
they have yet halted the progressive deterioration of 
three centuries, I cannot say; I can merely affirm that 
they are the right means and the only means to do so. 
Those who would stop this work do so at their peril. 

The account will be settled, not by men, by political 
administrations or by laws and speeches, but by nature." 


Closely allied to and actually a part of the conservation prob= 


lem is that of the farmer. The soil is the source of the livelihood of 
the farmer, but through the lust for quick wealth and lack of knowledge 
on how to preserve the necessary nutrients of the soil, erosion has 
developed on a large scale. 

Man-made erosion is the greatest enemy of our soil for it 
destroys the soil for man's use. Yet with proper guidance the stricken 
land can be made to serve man. The Soil Conservation Service has 
taught farmers how dea chai techniques can renew the life of a region 
even as bad as the Dust Bowl. Because of the practice of contour plow- 
ing, farmers in the Texas Panhandle predicted a yield of from 15 to 25 
million bushels of wheat in 1939 whereas in 1935 before the adoption of 
contour plowing the maximum yield was only 4 million bushels. 1 

Another federal aid to preserving and utilizing our soil re- 
sources has been the reclamation program of the United States. Congress 


through the passing of the Reclamation Act in 1902 authorized the 


lazy YORK TIMES, June 25, 1939, "Life Renewed in Dust Bowl" by 
H. H. Bennett, Chief of the Soil Conservation Service 
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Secretary of the Interior to begin irrigation projects out of the pro- 


ceeds of sales of public lands in arid areas. 
1936 the following federel dams were being contemplated, were in the 


process of completion or were completed: 


L 


By the beginning of 


Dam Contemplated In Process Completed Cost 

Grand Coulee, Wash. x $180 000 000.00 
Boulder, Ariz.-Nev. x 125 000 000.00 
Friant, California x 15 000 000.00 
Kennett, California x 75 000 000.00 
Keswick, California 3 7 000 000.C0 
Seminoe, Wyoming x 8 500 000,00 
Roosevelt, Arizona = 3 890 000.00 
Fort Peck, Montana x 86 000 000.00 
Shoshone, Wyoming x 1 500 000.00 
Owyhee, Oregon x 5 400 000.00 
Arrow Rock, Idaho x 4 300 000.00 
Elephant Butte, N.M. x 4 100 000.00 
Pathfinder, Idaho x 1 800 000.00 
Alcova, Wyoming x 3 339 000.00 
Tieton, Washington x 3 756 000.00 
McKay, Oregon x 3 124 000.00 
Bellefourche, S.D. x 1 230 000.C0 
Alemagorda, N.M. x 3 465 000.00 
Taylor Park, Col. = 2 000 000.00 


For the purpose of maintaining and increasing farm production, 


the Morrill Act was passed in 1862. 


This Act established in each state 


a land grant college to teach "such branches of learning as are related 
to agricultural and mechanical arts." For these institutions each state 


wes given a grant of 30,000 acres of public land for each senator and 


representative in Congress. It was soon discovered that formal education 


alone did not make successful farmers, so in 1887 Congress provided for 


the establishment of agricultural experimental stations. By them science 


lyEW YORK TIMES, February 23, 1936 


-o1g oft to Jo atoslorq soltegtrtt atged o¢ tektetal ed? to yratetoes 


- 


to gutsaised adt ¢f .esete bits at ebasl ofideq te sales to ebeso 


eid at stew ,betalometace anted etew ameb Latobelt patwolleot edd d€OL 


“ :betelqmog etew to aoktafquen to saeesotc 


ipod Setsiamod asepogs al Setalomesaod meG 


00.000 000 0bs8 j x eteaW ,selwod hbaatd 
09,000 000 ass x . e¥ell-,stta ,teblocd 
06.000 000 ef ; x aictoti{[ed ,tasixt 
00,000 000: 29 x siaretiia) ».t#enned 
06.000 000 J - x atazotiled . sjotwsek 
00.000, 002 8 x acimoyW ,cantme?d 
06.000 698 & x eaczsit4 ,&fevercol 
309,000 000 AB ~ acetaoM dost tof 
09.000 O07 I x gatmoyW ,saodsol2 
00.900 oon 2 x nogetO , 2edywO 
00.000 O0F 4 x ‘ r@debIl doo word 
00,000 00L£,4 x MoU ,sttel tnadqelf - 
00.000 008 £ x odeAl ,teabatidtad 
00,000. eff € i aatmegW ,svoolA 
00,000 def & z neotantdseW .sotelT 
00.000 #814 6 x - soge10) ,¢alloM 
00,000 OFS I x 0.8 ,edors0etelisd& 
06,000. dav & z 2M. ,sbtogastealA 


00,000 000 $ 2 elo? ,xref rolyeT? 
-foktosborg mtst gatseetont bas gotaledates To _seoqreg sdt- 70% | 
eiats doves at bedetidatss tok std? .SOBL at koouse ene toA [f{tat0M odd 
betsior 916 28 adtatsel to sedonstd doue™ doses o¢ enelf{foo taaty bast 2 
atate dase anolisitisc? seedt tol 8%.edte Laotastioom fas Iettleoiiga of 
baa totansea dose 10% bast otiduq to asetos 000,0€ to fasts os geviga sav 
oaiehake famrot ted? borsvooels soca nsw tI ..2eetgaed af guiiaddaawrert 
tot bebivorq aaetga0o JESL ak oz (avons isvieesoone salam son bth enols 


eoaetoe motd ~&@ .sneticte Latnemtisexs Lewd ieotras Yo taomiletidsiee ent 


aeCL FS yrawsdel .2EMIP AROY warn! 


was applied to agricultural problems, experiments were carried on and 
the results disseminated among the farmers. 1 

In addition to disseminating knowledge among farmers, the 
government supplements its work through the Federal Trade Commission 
activities in research and the distribution of information by regulat- 
ing vital agricultural supplies. Congressional statutes forbid the im- 
ports of all interstate traffic in unsound and adulterated seeds. Simi- 
lar protection is afforded to the raiser of livestock for national 
legislation forbids the adulteration and misbranding of animal feed. 2 

For the purpose of controlling as tagttade facilitating mar- 
ket operations and bringing agricultural prices ae closely in line 
with the prices of manufactured products, several measures were adopted 
by the federal government. 

Since 1900, the credit problem of the American farmer has be- 
come pressing as a result of rising land values and the increased in- 
tensity of cultivation which required large amounts of working capital. 
The farmer, to meet his financial needs, had to use the capital he owned 
or borrow at high rates of interest, sometimes as high as 10 to 15%. 3 

The first important attempt to improve farmers’ credit facili- 


ties was made in 1916 with the establishment of twelve federal land 


lgogart and Kemmerer, Op. Cit., Page 524 
2Beard, Charles A., Op. Cit., Page 379 


3Baird, Frieda and Benner, Claude, FEDERAL INTERMEDIATE CREDITS, 1933 
Page 22 
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banks which were designed to provide money for farmers on mortgages at 
low rates of interest. 1 

In 1933 the government organized the Commodity Credit 
Corporation to assist the farmer in his unique plight. As farm in- 
come decreased, land values fell and failures of banks holding farm 
mortgages as assets resulted. (Figure 2) The Commodity Credit Corpora- 
tion was established to remedy this situation. It was authorized to 
make loans to agricultural producers against commodities in storage. e 


At the time the United States entered World War II, the Commodity 


Credit Corporation had made the following commodity loans and purchases: 3 


Commodity Loans and Purchases - 1933-1941 
Cotton $1 159 000 000.00 
Wheat 709 000 000.00 
Corn 552 000 000.00 
Others 576 000 000.00 
Total $2 996 000 000.00 


The crop control features (discussed later) of the Agricul- 
tural Adjustment Act were to safeguard the Commodity Credit Corporation 


operations by holding production in check when reserve stocks became 


ltnomas, Rollin G., MODERN BANKING, New York: Prentice-Hall, Inc., 
1946, Page 444 


2tbid, Page 450 


3 AGRICULTURAL STATISTICS, U.S. Department of Agriculture, Washington, D.C., 
1942, Page 732 
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too large. However, the Commodity Credit Corporation had accumlated 


excessively large stocks as loan collateral and was in a critical posi- 


tion at the outbreak of the war as seen below: * 


Total Production Total Quantity Under Loans 


Commodity 1933-1941 and Purchases - 1933-1941 
Cotton, million bales 112 22 
Wheat, million bushels 6 648 879 
Corn, million bushels 20 620 1 029 
Tobacco, million lbs. 12 442 647 
Rye, million bushels 353 8 
Barley, million bushels 2. 121. 24 


However, the demands of the war created a demand for the stock held by the 
Commodity Credit Corporation and in this way they were utilized. 

The various banks and credit institutions created under earlier 
legislation were brought together under the Farm Credit Administration in 
1933 which was created for the purpose of providing agriculture with a 
complete and coordinated system of credit. It made available to farmers 
long-term mortgage loans and short-term credit and intermittent credit 
facilities for farmers' cooperative purchasing, marketing, and business 
service organizations. 2 

Congress recognized the importance of market for farmers and 
so enacted many statutes designed to curb speculation on produce exchanges. 


Among the market practices from which abuses arose was that of making 


contracts to buy and sell goods at a given price on some date fixed in the 


linia, Page 733 


2Bogart and Kemmerer, Op. Cit., Page 699 
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future. The first attempt of the federal government to control "futures" 
was in connection with cotton, In 1916 Congress passed the Cotton 
Futures Act which levied an internal revenue tax of two per cent a pound 
on all contracts for the delivery of cotton at a future date. This law 
was passed to insure fairness in trading. 1 

In 1922 the Grain Futures Act was passed which declared 
that "transactions in grain involving the sale thereof for future de- 
livery ... are affected with a national public interest" and placed all 
such transactions under federal control. This measure was amended and ex- 
panded in 1936 by the Commodity Exchange Act. This act created the 
Commodity Exchange Commission and gave it power over all exchanges trad- 
ing in wheat, cotton, rice, corn, oats, barley, butter, eggs, and Irish 
potatoes. The Act was designed to stop speculation in produce, to pre- 
vent unfair practices on exchanges, and to assure to farmers markets con- 
trolled by supply and demand. e 

Because it was comnon practice for unscrupulous commercial 
merchants to make false returns relative to the condition in which perish- 
able commodities reached their destination, Congress passed in 1927 the 
Produce Agency Act which forbids dealers, in their capacity as agents, to 
throw away, without just cause, perishable goods received from other states 


or to make false statements relative to the condition of such commodities on 


lBeard, Charles A., Op. Cit., Page 383 


2tbid, Page 384 


Yewitsl" ferfmos ot dnanatevos Letefet edd to Iqnetia JatltY ei? etutat 


nodioD off beeesc castancod SIC L al «wnofteo dithw aokisenaos al sav 


LITO dete ic ows to sat emneywse+ LIentetal as belivel doidw toA eausio®l 
wa L iT .odabd ourtet « te abtios to. yvevileb edd? wot stosténcs Ile no 


-galhait af ssoatisl eval of beessq saw 
hazyefoebh dotdw Bbeease eaw toA aeivtyt ater). edt SSOl al 

~ob stytut tot toeted? else est anivioval ateta at encitosenets" san? 

ifs beosig fas “Seetedat sifdugq fenoltan # Attw befoetie ots. « « Ytever 
~xe hna foebwams aaw ervenem 2 fal elLoxtsoo L[atebet robast enofissenatt dove 
odds hédebto tog did? .toA sunerlond vtlbomned edf cd S&C al Bebneg 
~hetd avatedore [Le 1evo tewog ft evag hase sobeetmmod: danatiox® yt lboamod 
Mai+tl fas ,ense ,retinue , volta iso ,atoo (soft ,notios {tacd¥ at sat 


~eig of ,eovbotq at aolivelsosqe codes of bamgteeb saw IoA ent seecdasog 


—109 atesinam etomtnt of ezaaas o¢ Ane ,senttedoxe so neottorig ifetac saev 


qc 


-bremeb hoe ylaqes yd Bbellers p 
falotemmon estolLuoustosns sot soltoera sommod eaw tf eevanad 

detteq doidw al nottibros edt of evivalet anitsedex ealst elem of Btaadotea 

tiseh tlendt Berloast aaitibommoo eldz 

od ,ataozs 28 yYsloagao itedt al ,ete{seb ebidtot doltdw 7oA Yomega sombott 

otste tedio motlt bevissot aeboeg “eldenatisg ,senas tant jwodtiw ,yswe word 


eeititbamncn foi to nsolfsihnoos edd of evitalort etnemetate exist exam of to 


eRe eset ..dEO .a0 ,.A eofzedd ,braed! 


J8f eget ,prot® 


55 


arrival. Producers believing themselves defrauded may now secure an in- 
vestigation by the Bureau of Agricultural Economics. 1 
In 1930 the Agricultural Commodities Act was passed which 
provided that no person can carry on a business as commercial merchant, 
dealer, or broker in perishable agricultural commodities entering inter- 
state and foreign commerce without a license issued by the Secretary of 
Agriculture. Any party aggrieved by alleged unfair practices may apply 
to the Secretary for relief and damages. 2 
To meet the increasing exigencies of the farm population of 
the United States, in 1929 Herbert Hoover provided special public works 
projects in drought areas, set up emergency-loan funds and passed the Agricul- 
tural Marketing Act. The aims of these measures were to strengthen the 
bargaining power of the farmers through cooperative marketing associations, 
and by urging farmers to curtail production and setting up government 
machinery to get rid of surpluses. However, once the surpluses were 
bought by the Federal Farm Board, there was no way of disposing of them 
and in 1932, this practice was abolished, 3 These measures to aid the farmer 
were a tragic failure. (Figure 3) 
It is a difficult situation for the farmer to control the 


price of his product as each product is grown by thousands of individuals 


lgeard, Charles A., Op. Cit., Page 385 
2Ibid, Page 386 


3Phelps, M. B., Op. Cit., Page 90 
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scattered throughout the country. When demand shrinks on account of 
lower purchasing power among consumers, price for farm products zoom 
downward to a far greater extent than prices on non-agricultural 
products, (Figure 4) 


The severe disparity that existed between prices of agricul- 


tural and other commodities was destroying purchasing power of farmers 
for industrial products and impairing agricultural assets supporting 
national credit structure, 

The following table of the farmer's decreasing share in an 


increasing national income is a striking proof that an immediate 


measure to aid the farmers was needed. 1 
Estimated National % of 

Year Income in Million $ Farm Income in Million $ Farm Income 
1919 65 949 16 935 2500 
1920 73 999 13 566 18.4 
1921 63 371 8 927 14.0 
1922 65 925 9 944 14,2 
1923 74 337 11 041 14.8 
1924 Tt 1395 Li 337 14.6 
1925 81 931 11 968 14.6 
1926 84 238 11 480 13.7 
1927 87 276 11 616 £363 
1928 88 283 11 741 13.3 
1929 91 405 1 918 13.9 
1930 81 295 9 414 : 2233 
1931 67 900 6 911 10.3 
1932 52 500 5 143 a 7 

This was the condition that encountered Franklin D. Roosevelt 


in 1932 when he went into office. Returns to the farmers were so low 


lMordecai, E. and Bean, L. H., ECONOMIC BASES FOR THE A.A.A., U.S. De- 
partment of Agriculture, Washington, D.C., 1933, Page 6 
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lazekiel, Mordecai and Bean, L. H., Op. Cit., Page 5 
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that occasionally peaches, grapes, hay and corn could not command a 
price equal to shipping costs, and farmers were billed for the privi- 
lege of giving away their goods. Gross farm income was only five bil- 
lion dollers in 1932. 1 

| Facing the immediate problem of destructive surpluses and in- 
tolerable price disparity, New Dealers at once undertook nation-wide 
production control of wheat, cotton, corn, hogs, and tobacco. With the 
passage of the Agricultural Adjustment Act in 1933, farmers were paid 
to plow ten million acres of cotton and to slaughter several million 
baby pigs. It was primarily the purpose of this act to regulate 
acreage through a system of acreage allotments, entailing the estab- 
lishing of acreage limits for each farm growing the crop. Acreage al- 
lotments have been used for the following purposes: é 


1. To curtail production and thus raise farm prices 
and income 


2. To reduce misuse of the soil 


3. To serve as a basis of making government payments 
to farmers for participation in the program 


The acreage goals were set each year by the Agricultural Ad- 
justment Act based upon carry-overs, prospective demand, and parity 
price. The national total was broken down into state totals which were 


then allotted to individual farms on the basis of their crop history. 


lpnelps, M. B., Op. Cit., Page 91 


2Schultz, Theodore W., AGRICULTURE IN AN UNSTABLE ECONOMY, New York: 
McGraw-Hill Book Company, Inc., Page 167 
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Participants in this program shared in the following benefits: 


l. 


Direct benefits consisting of 

ae Agricultural Adjustment Act payments 

b. Crop Loans 

c. Reduced prices for fertilizer 

ad. Participation in crop-insurance program 

Indirect benefits 

a. Higher prices through curtailed output 

b. Participation in a storage program to re- 
duce price and production instability 
caused by varying crop yields 

ce. Soil conservation by reducing production 


of erosive crops - corn, cotton, tobacco, 
and wheat 


Up to 1936, the Agricultural Adjustment Act operated on 


revenue obtained from taxes applied to processing companies and it 


made individual contracts with farmers in which it specified the ob- 


ligations of the participating farmer and of the government. Emphasis 


was laid on reducing production so that it could coincide with the re- 


duced demand occasioned by the depressed domestic market. However, 


in 1936 the Act was held to be unconstitutional by the Supreme Court 


for the following reasons: 


l. 


Ze 


The so-called tax was not a true tax as the pro- 
ceeds were earmarked for the benefit of farmers com- 
plying with the prescribed conditions. 


There was an attempt to regulate production without 


lipid, Page 167 
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the consent of the state in which production was 
affected. 


3. The payments to farmers were coupled with coer- 

cive contracts, unlawful in the iy aims, and op=- 
pressive in their consequences, 

Congress promptly replaced the Agricultural Adjustment Act 
by the 1936 Soil Conservation and Domestic Allotment Act under which 
acreage was to be controlled indirectly by taking sick land out of 
production for restorative treatment. Benefit payments were offered 
to those who would practice contour plowing, terracing, fertilizing, 
replacement of robber crops by soil-building legumes or pasture cover, 
a discussion of which is presented earlier in this chapter. 


The table below * shows what happened to production of the 


four basic crops subject to Agricultural Adjustment Act control. 


Acreage without Acreage with Total Reduction 
Crop (Million Acres) (Million Acres) Amount Percent 
Corn Liz <6 89.0 22.0 19.8 
Wheat 67 2 58.7 8.5 12.5 
Cotton 38.6 23.8 14.8 38 .3 
Tobacco Ty 1.4 = 17.6 
Total 218.5 L729 45.6 20.8 


But although acreage was reduced, crop production increased 


as shown by the following table. 2 


lgabb and Martin, Op. Cit., Page 369 
2schultz, Theodore W., Op. Cit., Page 171 
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Production without Production with A.A.A. 
A.A.A. 1928 - 1932 1938 - 1942 

Crop Millions Millions 

Corn - bushels 2 554 2 680 

Wheat - bushels 864 878 

Cotton - bales 14.7 12 

Tobacco - pounds 1 427 1 480 


From the above table, it seems clear that the Agricultural Adjustment 
Act has been ineffective in regulating production but the Agricultural 
Adjustment Act program did hasten the adoption of better agricultural 
techniques. 

Progress in agricultural adjustment has been slow but real 
advances through government intervention have resulted. Gross farm 
income has increased nearly one billion dollars annually from 1934 to 
1936 and was over nine and a half billion dollars by 1937. The New 
Deal program made contributions of lasting effect in improving facili- 
ties for farm credit. Its Soil Conservation program has restored mil- 
lions of acres of "useless" soil. 1 

But a great deal more remains to be done. The war temporarily 
eliminated the farm problem but with the cessation of hostilities, the 
government is again confronted with the problem. When agricultural pro- 
duction in war-ravaged countries recovers and food requirements for mili- 
tary and relief uses decline, the demand for food will contract and farm 


prices will start their downward course. This phase of the problem has 


already been experienced to a slight degree and support prices already 


lphelps, M. B., Op. Cit., Page 99 
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authorized by Congress have come into play. Through the support-price 
program, Congress has made mandatory the support of the farm prices of 
cotton, wheat, corn, tobacco, rice, peanuts, dry peas and beans, soy 
beans, flaxseed, hogs, eggs, chickens, turkeys, milk, butterfat, and 
potatoes at 90% of parity; cotton, at 92.5% of parity, which means the 
price that will give the farmer 90% (92.5% in the case of cotton) of 
the purchasing power that most of them had from 1909 to 1914. 1 

These loans must be continued for at least two years after the cessa- 
tion of hostilities - January 1, 1949 (Steagall amendment). The pur- 
pose of support prices is to protect farm income and act as a guide 
for farm production. 2 But the Steagall amendment made no specific 
provision for restrictions on production. The actual effect has been 
to increase production above the record wartime levels as is seen by 
the experience with the 1945-1946 potato crops. 

After V-J day, the government started buying potatoes and 
disposed of them through standard channels - relief, livestock feed, 
by-product use and exports. For 1946 the Department of Agriculture 
recommended smaller acreage to prevent a large surplus of potatoes, The 
acreage went down by more than 100,000 acres; but high-yield areas, good 


weather, fertilizers, and improved practices resulted in an average 


lu. S. NEWS, "New Aid Ahead for Farmers: U. S. Answer to Falling 
Prices," Page 44, January 10, 1947 


2Schultz, Theodore W., Op. Cit., Page 266 
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yield of 184 bushels per acre compared with a previous record high of 
155 bushels. In 1946 the country harvested a record crop of 475,000,000 
bushels. The government was not prepared to cope with an excess of 
100,000,000 bushels; and in January 1947, it authorized farmers to dump 
20,000,000 bushels of low-grade and deteriorating potatoes stored under 
government loan. As a result the government's net loss from potato 
price supports in 1946 will be about $80,000,000.00. For 1947, the 
Department of Agriculture has announced that only those producers who 
stay within their individual acreage allotments will be eligible for 
government price support. 1 

It is expected that 1947 will see record crops of corn, cot- 
ton, wheat, tobacco, poultry, eggs, and vegetables, and also a drop 
in foreign demand. This will mean that government loans will have to be 
extended to a long list of crop prices. 

Commodity loans for farmers are "heads I win, tails you lose" 
proposition. The farmers get the loan so that they will not have to 
sell their crops at market prices. If the price advances, the farmer 
sells his crops, repays his loan and pockets the profit. If the price 
falls or fails to advance, he keeps the loan and the government gets 


the crops which cannot be sold below the support price. 2 


It is predicted that the cost of government commitments to 


1RUSINESS WEEK, February 1, 1947, "Farm Law Put Off" 


2U. S. NEWS, Op. Cit., Page 46 
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support prices may require between 1 


1947 = $500,000,000.00 and $1,000,000,000.00 

1948 - $2,000,000,000.00 

Improved farm techniques will call for fewer workers in agricul- 
ture but farm population continues higher than in any other major occu- 
pational group and in excess of thet required to supply agriculture with 
labor. To alleviate this problem, non-agricultural industries will have 
to expand at a more rapid pace than agriculture. The "National Agricul- 
tural Outlook" developed since 1923 has brought economic information to 
farmers. Under a similar procedure, information about industrial job op- 
; portunities could be provided by analyzing the labor situation in various 
localities and to bring workers into contact with jobs. 2 Federal grants 
and aids to cover migrating expenses are also needed to facilitate the 
movement of workers out of the more overpopulated and distressed farming 
areas. 

Social security legislation, from which farm employees have 
been up to the present time exempted, will have to be amended to provide 
for the future security of this group. 

Through government intervention a great deal has been accom- 
plished and it remains to be seen to what extent additional progressive 


insteps can be made through a continued policy of planning. 


lipid, Page 48 
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LABOR 


Labor problems which confronted the United States are responsi- 
ble for the ever-growing important part that the government plays in the 
control of labor today. Some of the problems which gave birth to labor 
legislation are as follows: a 

1. Unemployment 

2. Substandard wage rates 

3. Abuses in child and woman labor 

4, Industrial accidents 

5. Excessively long working day 

The passage of some of the earliest regulations strikingly de- 
picts the need for such legislation which proved to be an expression of 
economic conditions, economic theory and social philosophy. In 1842, 
Massachusetts and Connecticut enacted laws limiting labor of children 
under twelve to ten hours per day in manufacturing establishments. 
Pennsylvania, in 1842, forbade the employment in manufacturing plants 
of children under twelve. In 1847, New Hampshire prescribed a ten-hour 
day for women, 2 

The twentieth century witnessed the real development of labor 


legislation in the United States. Today, business enterprises must work 


lowen, W. V., LABOR-MANAGEMENT ECONOMICS, New York; The Ronald Press 
Company, 1946, Page 63 


2Koontz, Harold D., GOVERNMENT CONTROL OF BUSINESS, New York: Houghton- 
Mifflin Company, 1941, Page 668 | 
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en 


hand-in-hand with the government in their relations with labor. The 
employer today must take note of the hours for which he employs workers, 
conditions under which they work and wages paid. He must provide for 
workmen's compensation and insurance against occupational disease, 
old age, and unemployment. The Federal Unemployment Insurance Act ap- 
plies only to employers of eight or more employees during twenty weeks 
of a calendar year. When he enters into any contract for the use of 
labor, he has to take into account the existence and bargaining rights 
of labor unions, 

. Both state and federal government legislation have played an 
ever-increasingly important role in the regulation of labor. 

All of the forty-eight states have been active in enacting 
laws to promote the betterment of the working class. Regulation of hours 
by the states has been of utmost importance in reducing the time men, 
women, and children are required to work, From the laws of 1842 enacted 
in Massachusetts limiting labor of children under twelve to ten hours 
per day in manufacturing establishments, we accept as a usual practice 
today's eight-hour working day. 

State regulation of wages prior to 1938 was impeded by the 
problem of constitutionality. Until 1937 the United States Supreme 
Court declared it was unconstitutional for the states to forbid employ- 
ment at wages below a certain minima. The very few attempts which the 
states made in this direction, however, were aimed to protect certain 


classes of labor from exploitation and to protect society from the evils 
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of substandard wages. 1 

State legislation which deals with the physical risks which 
labor faces has applied largely to accidents and disease resulting 
directly from workers! occupations. States have approached the prob- 
lem by excluding women and children from certain occupations and also 
men who are not qualified by physical fitness for certain types of 
work. The chief means employed to prevent the occurrence of industrial 
disease and accident has been through the regulation of the conditions 
under which people work. In addition, most of the states compel employ- 
ers to carry workmen's compensation insurance. Rates for this type of 
insurance are based upon merit rating, i.e., the insurance cost is 
based upon the individual employer's accident and disease record. 
Therefore, it has been to the advantage of management to reduce the cases 
of compensation loss. This has led to the installation of safety and 
health devices and the promotion of campaigns to eliminate accidents. 2 

Until 1932, the states took the lead in wage and hour regula- 
tion. But the real progress was not made until the federal government 
entered into the picture. From 1938, the federal government has taken 
the lead in labor legislation and the states have followed suit. 

The National Industrial Recovery Act of 1933 furnished us with 


the first extensive federal regulation of wages and hours. The Act had 


lxoontz, Harold D., Op. Cit., Page 682 


2Ibid, Page 723 
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as its purpose the stabilization of business and employment through the 
elimination of cut-throat competition and substandard working condi- 
tions. In the codes of fair competition, made up by industries them- 
selves, certain minimum wages and maximum hours were established. 

Under the Recovery Act, 22,500,000 workers were covered. Mini- 
mum rates varied among codes and within codes for such factors as 
geographical region, sex, and population of cities in which a plant 
might be located. The majority of codes fixed minimum wages between 
thirty-five and forty cents per hour and $14.00 and $15.00 per week. * 

‘The wage provisions of the Recovery Act affected only the more 
unskilled workers but the hour limitations affected all but a few ad- 
ministrative employees and executives. Most of the codes fixed forty 
hours as the maximum week and eight hours as the maximum day for factory 
and clerical employees. For work in excess of maximum time, the codes 
provided for an overtime rate. 3 

The National Recovery Act, although in effect for less than 


two years before it was declared unconstitutional, contributed to a 


Ivillis, H. A. and Montgomery, R. B., LABOR'S PROGRESS AND PROBLEMS, 
New York: McGraw-Hill Book Company, 1938, Page 356 


ag%"s. Department of Labor, HANDBOOK OF LABOR STATISTICS, 1936, Pages 
$13 to 517 


3Koontz, Harold D., Op. Cit., Page 693 
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general rise in wages and a reduction of the work period. 1 


When the National Industrial Recovery Act was invalidated in | 
1935, Congress began a new drive for the removal of substandard labor 
conditions and the elimination of child labor. Until 1938, however, 
all attempts aimed to these ends were thwarted by the Supreme Court in 
its findings of unconstitutionality of several reform measures. 

It was not until 1938 that a bill dealing with wages and hours 
was finally passed and became law. The Fair Labor Standards Act of 1938, 
popularly kmown as the Wage and Hours Law, is the most comprehensive law 
dealing with labor conditions ever passed by Congress. The Act applies 
only to employees of private industries the products of which enter into 
interstate commerce. It establishes a basic minimum wage and maximum 


hours standards for all covered employees. The following classes of em- 


ployees are exempted in full or in part: : 

Exempted As To 
Wages and Hours Wages Only Hours Only 
Agricultural workers Learners Railroad and interstate 


motor carrier employees 
Fishermen, seamen, fish pack- Apprentices 
ing industries Seasonal industries 
Handicapped workers 
Weekly or semi-weekly news- , 
pepers with circulation of Messengers 
less than 3000 


Operators in public telephone 
exchanges which have less 
than 500 stations 


Street and interurban railway 
and local bus employees 


1yANDBOOK OF LABOR STATISTICS, Op. Cit., Page 543 
2Wage and Hour Division, INTERPRETATIVE BULLETIN, No. 1, October 12, 1938 i 
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At its inception on October 24, 1938, minimum wage rates for 
all employees subject to'the Act were placed at twenty-five cents per 
hour, and the law established the forty-four hour week as standard for 
the first year of its operation. During its second year, a maximum of 
forty-two hours became standard. } After October 23, 1945, the Act 
provided for a minimum wage of forty cents per hour and a maximum of 
forty hours per week. Overtime is to be paid for at one and one-half 
times the regular rate. 2 

Oppressive child labor is defined by the Act as meaning 3 

1. Children under sixteen may not be employed in 

mining or manufacturing but children from four- 
teen to sixteen may be employed in other occu- 
pations that have no adverse effect on their edu- 
cation or health. 

2. Children between sixteen and eighteen may be em- 

ployed in any occupation providing there has not 
been any prohibition set by specific order as 
hazardous or detrimental to the health. 

If oppressive child labor is employed in an establishment 
in the United States, within thirty days prior to the removal of any 
goods produced in that establishment, the shipment of such goods in 
interstate commerce is prohibited, 4 


Government interference with labor deals not only with wages 


and hours but also with the risks of labor, namely disease, accidents, 


lxoontz, Harold D., Op. Cit., Page 699 
2Dillavou and Howard, Op. Cit., Page 487 
3Babb and Martin, Op. Cit., Page 346 


4Tpia, Page 346 _ 
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old age, and unemployment, The results of these risks are very 
serious and the need for legislation in this regard is very great. 
Losses of time to wage earners on account of sickness or 
non-industrial accidents average more than seven days a year for each 
worker, and the loss in wages is $900,000,000.00 a year. More than 
2% of the working population are disabled at any one time. : 
In 1938 the record relative to industrial accidents alone 


was as follows: 2 


Deaths 16,400 
Permanent disability 98,900 
‘Temporary disability 1,260, 300 
Average time lost per worker 2.9 days 
Cost $2,000,000 ,000 
Loss in wages, medical cost, 

and insurance $7 ,000 ,000 ,000 


Very little has been done by the federal government in safety 
and health regulations. Recent years have seen a trend towards this 
direction in the expansion of public health services under grants made 
by the Security Act. Under this Social Security Act of 1935, 
$10,900,000.00 was granted to the Public Health Service for research 
on methods of disease control and for allotment to the states for public 


health work, 3 


lyillis, H. A. and Montgomery, R. B., Op. Cit., Page 242 


2u. S. Department of Labor, Bureau of Labor Statistics, MANUAL ON IN- 
DUSTRIAL INJURY STATISTICS, 1940, Page 1 


| 328th ANNUAL REPORT OF THE SECRETARY OF LABOR, 1940, Page 153 
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With increasing longevity and a declining birth rate, a larger 
portion of the population is falling within the age brackets above 
sixty-five. In 1900, 4% of the population was sixty-five years of age 
or over. By 1980, it is estimated that 16% of the total population will 
be sixty-five years of age or over, This mounting proportion of the aged 
in the population aggravated the problem of caring for those old persons 
who became dependent. 1 

Until the passage of the Social Security Act of 1935, the aged 
were supported through the following mediums; 

1. Savings 

2. Retirement insurance in private companies 

3. Family and friends 

4, Public charges 

5. State old age pensions 

The first four methods enumerated above proved to be inadequate, 
wasteful, or degrading. Until 1929, state old-age pensions were of the op- 
tional type - county commissioners had the authority to grant pensions or 
commit the aged to almshouses. After 1929 nearly all state laws required 
payment of pensions, but they were very inadequate as the following 


specific instances of 1934 average monthly pensions show: 2 


North Dakota $0.69 
Nebraska A? 2 
Indiana 4,50 


lgalloway and Associates, PLANNING FOR AMERICA, New York; Henry Holt and 
Company, 1941, Page 477 


2Millis and Montgomery, Op. Cit., Page 381 


ley a. 


BT ils tae 


‘tegtel 2 btet distd gatnaiioob a bos ettvegaol auligestoat dt We 
| evoda etsioa:d one odd? oatdéiw goki ist. ek setdeLacog ol 79 208 
ps te etsey evit-yizts esw nofiaigate ed? Yo Ba, CORE al isan 
{itw noktalogeg Latet edt to RAL sudd betamttac at df», CBRL a 1990 70. 
dezas eff to noltrogotq gatianem sid? ,xtave te 638 to ateoy ovbt-yiete 
enon ted b Lo seadt-xok aciuso to mekdotg ex? betevartyys acktafoqeg eric at ¥ 

| »taebroged omaoed cae [ 


2) in 


. PA) 
Beye oft .c£OL to sok ytiis068 Iataoé sel? 26 egaceec edt Ltea0- » Ly - 


seowthem aniwollot eft daconudt botroqge exe me 


4 


egaivse me 
relusaros etaving af rename Tite anemests alt is a “¥y) : 
| ehaeit? bas qitnst s€ 
. eoguatin obidut) ct 5 


; ancteneg oge blo etas8 2). 
_,etegpebant ed of bevorg evode beterarmae ehoddem aot detit oft - Achy 


‘ 


“qo oft to erew encoieneg ege-blo atate: *@SeL Litau Twanthsrgeb to, -Lutetes 


0 anoteneq gasty of yttitodtce edd bed axenohantunc rr, eqyt . Inaott 


Fd ae ey 


| horkupet ewel efate Ile yitaen Cel rests. aseucdentn -" rer terial rc 
geiwollot edt aa etaspebaak yxev stew youd sad snot tenag to tae 


S :wode an elaned vintaom eyeTOves bse to re 


ay} 


To cope with the problem of old-age security, the Social Security 

Act of 1935 embraced within it a national scheme of old-age insurance 
which was widely recognized as essential. Under this plan, benefits 
are financed in part by a federal tax on employers! payrolls from 1% 
(now operating) to 3% (rate to be reached by 1949). Employees contrib- 
ute an equal amount from their earnings toward the cost of such 
benefits. : 

Such benefit payments are made based upon the past earnings 
of the employee and family obligations, and they are determined in ac- 
cordance with the insured person's average quarterly wages and the 
length of time for which he was employed. The most significant provi- 
sishoudt the ‘act; however, are those that relate to family needs. | 
Married men who reach retirement age are entitled to a supplementary 
payment as soon as wives reach retirement age, and the retired benefi- 
ciary is entitled to an additional supplementary monthly payment if he 
has dependent children under eighteen years of age still attending 
school, Also the widow and children are entitled to survivors' bene- 
fits until all children have reached the age of eighteen if in school, 
and the widow upon attainment of retirement age receives further bene- 
fit rights as a retired person. 2 


The Social Security Act made grants to states for approved 


pension plans equal to one-half the total pension up to $30.00 per month 


for individuals sixty-five years or older if not inmates of public 


lgalloway and Associates, Op. Cit., Page 477 


2Meriam, Lewis, RELIEF AND SOCIAL SECURITY, Washington, D. C.: The 
Brookings Institution, 1944, Page 118 
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institutions. In 1939 this grant was raised to one-half of any pension 
up to $40.00 a month. Also the federal government granted to states an 
amount equal to 5% of the pension grant for administering the state 
system. z 
The effect of the Social Security Act caused all the states 
to adopt mandatory pension schemes; and as a result, the average pension 
increased from $14.53 in 1934 to $20.11 in 1940, and the total number of 
pensioners increased from 235,265 in 1934 to 1,972,781 in 1940, 2 


Unemployment, the greatest risk of all has a tragic record: 3 


Number Unemployed 


March 1933 14 300 000 
July 1937 7 400 000 
October 1938 10 500 000 


The risks and costs of unemployment are great. Some unem- 
ployment can be eliminated by a program of public works, by improving 
labor's bargaining position, through public ceatecnsas offices, and 
through compulsory unemployment insurance. 

Prior to the depression of 1929 there was no system of unen- 
ployment insurance in the United States. To cope with the grave unem- 
ployment problem during the depression years, an emergency program of 


public employment was undertaken, all the work of which had to be useful 


lyoontz, Harold D., Op. Cit., Page 733 
ZANNUAL REPORT OF THE SOCIAL SECURITY BOARD, 1940, Page 103 


3Koontz, Harold D., Op. Cit., Page 714 
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in improving living conditions and creating new wealth. 

In 1933 Congress passed the Wagner-Peyser Act which created 
the United States Employment Service. To stimulate state action, the 
law empowered the federal government to make an annual appropriation 
of $4,000,000.00 of which $3,000,000.00 is allotted to the states in 
proportion to their population on condition that each state accepts the 
grant and meets the federal subsidy dollar for dollar and the states’ 
systems of employment offices shall meet the standards set by the 
federal government. The remaining $1,000,000.00 is used to inspect 
the state services and to carry on research. Between 1933 and 1935 the 
states were slow to accept the United States Employment Service. But 
the passage of the Social Security Act caused the states to hasten 
their acceptance of the offer made by the government, By 1938 all the 
states and territories (51 in all) had set up these systems and all 
were affiliated with the United States Employment Service. 1 

The functions of the United States Employment Service were 
to 2 


1. Promote and develop national system of public 
employment offices 


2. Maintain a veterans' service to be devoted to 
securing employment for veterans 


3. Maintain a public service for the District of 
Columbia 


lfairchild, Furniss, and Buck, Op. Cit., Page 684 


2UNITED STATES GOVERNMENT MANUAL, Division of Public Inquiries, Page 350, 
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4, Maintain a farm placement service 

5. Assist in establishing and maintaining systems 
of public employment offices in the several 
states 

6. Assist in coordinating such systems and in- 
creasing their usefulness by developing and 
prescribing minimum standards of efficiency, 
promoting uniformity in administrative and 
statistical procedure, furnishing information 
as to opportunities for employment 


7. Maintain a system for clearing labor among the 
several states 


In July of 1939, the United States Employment Service con- 
solidated with the unemployment compensation functions in the Social 
Security Board. On January 1, 1942, the state employment services were 
brought under federal operation; and on September 17, 1942, the entire 
United States Employment Service was made a part of the War Manpower 
Commission for the wartime emergency period. On September 19, 1945, 
the War Manpower Commission was liquidated and the United States Employ- 
ment Service was returned to state operation as of November 16, 1946. a 

The following statistics show the need that has been met by 


such a service: 2 


lipid, Page 350 


2smATISTICAL ABSTRACT OF THE UNITED STATES, 1946, U. S. Department of 
Commerce, Page 253 
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United States Employment Service Placements 


Year Total Non-Agricultural 
1937 3 640 934 3 144 091 
1938 2 950 047 2 656 994 
1939 4 500 399 4 152 139 
1940 5 226 712 3 661 O40 
1941 7 he? 989 5 404 291 
1942 10 220 967 6 919 892 
1943 12 253 224 9 393 196 
1944 12 219 113 11 446 007 
1945 10 811 100 9 808 476 


The first step toward establishing an insurance system on 
a national scale was undertaken in 1934 when the Committee on Economic 
Security was appointed for the task of studying the problem of economic 
insecurity and of devising methods to meet the problem. They reached 
the conclusion thet compulsory unemployment insurance was needed. . 

In 1935 the Social Security Act was passed by Congress for 
a uniform nationwide federal tax amounting to 3% of the salaries of 
employees covered by the program, Ninety per cent of this tax could 
be offset to employers in those states which adopted satisfactory unenm- 
ployment compensation laws. This device equalized the burden of taxes 
for unemployment compensation throughout the states. 

As it has been seen, state and federal legislation has sought 
to improve the position of labor in the regulation of hours, wages, and 
social security. But labor itself has sought to improve its status by 


strengthening its bargaining position, 


“Galloway and Associates, Op. Cit., Page 465 
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The National Industrial Recovery Act was the first federal 
legislative act which guaranteed workers the right to bargain collectively. 
In recent years, the government has been dedicated to the policy of en- 
couraging collective bargaining as a solution to the conflict between 
labor and management. 

The first effective encouragement by the United States to col- 
lective bargaining by labor organizations followed the 1929 depression. 
The Norris LaGuardia Act of 1932 represents the first successful action 
of the federal government to limit the granting of labor injunctions and 
the making of contracts by an employer with an employee under which the 
employee agrees as a condition for employment to refrain from joining an 
independent labor union while he is employed. This Act stated that while 
the worker should be free to decline to associate with his fellows, he 
should have full freedom to associate and organize, to designate repre- 
sentatives of his own choosing and to negotiate the terms and conditions 
of his employment. Furthermore, the worker is to be free from the in- 
terference, restraint or coercion of employers of labor or their agents 
in the designation of such representatives or in self-organization or in 
any other concerted activities for the purpose of collective bargaining 
or other mutual aid or protection, 1 

In 1933 the National Industrial Recovery Act provided for the 
setting up of codes of fair competition in all industries. These codes 
included clauses safeguarding the right of employees to bargain collec- 


tively without interference by the employer through representatives of 


lgecrd, Charles A., Op. Cit., Page 409 
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their own choosing. 1 

When the National Industrial Recovery Act was invalidated 
in 1935, the clauses of the Act protecting labor to bargain collectively 
without employer coercion were included in the National Labor Relations 


Act of 1935 (Wagner Act). The operative provisions of this Act are as 


follows: 2 


1. Provision for the selection of representatives and 
for compelling the employer to bargain 


2. Provisions for preventing employer interference 
tending to frustrate employees! freedom of choice 
and concerted activity 


The National Labor Relations Act states its purpose and policy 
as follows: 


"The denial by employers of the right of the employees 
to organize and the refusal by employers to accept the 
procedure of collective bargaining lead to strikes and 
other forms of industrial strife or unrest, which have 
the intent or the necessary effect of burdening or ob- 
structing commerce. .. . 


"The inequality of bargaining power between employees 
who do not possess full freedom of association or ac- 
tual liberty of contract, and employers who are organ- 
ized in the corporate or other forms of ownership 
association substantially burdens and affects the flow 
of commerce, and tends to aggravate recurrent business 
depressions, by depressing wage rates and the purchasing 
power of wage earners in industry and by preventing the 
stabilization of competitive wage rates and working 
conditions within and between industries." 


lvetz, Harold W., LABOR POLICY OF TH# FEDERAL GOVERNMENT, Washington, D.C.: 


The Brookings Institution, 1945, Page 13 


2Fitzpatrick, Bernard H., UNDERSTANDING LABOR, New York: McGraw-Hill 
Book Company, 1945, Page 99 
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The Wagner Act created the National Labor Relations Board to 


prevent any person from engaging in unfair labor practices which unfair 


labor practices are defined by Section 8 of the Act as follows: 1 


1. To interfere with, restrain, or coerce employees 
in the exercise of their rights 


2. To dominate or interfere with the formation or 
administration of any labor organization or con- 
tribute financial or other support to it: Pro- 
vided that subject to rules and regulations made 
and published by the Board pursuant to section 
6(a), an employer shall not be prohibited from 
permitting employees to confer with him during 
working hours without loss of time or pay. 


3. By discrimination in regard to hire or tenure 
of employment to encourage or discourage mem- 
bership in any labor organization 


4, To discharge or otherwise discriminate against 
any employee because he has filed charges or 
given testimony under this Act. 


5- To refuse to bargain collectively with the 
representatives of his employees 


As a result of the Wagner Act, collective bargaining agree- 
ments have markedly increased. As an example of such increases, the 


following is presented. 2 


Number of Agreements 


Year Auto Industry Steel Industry 
1937 270. 50 
1938 557 532 


lpillavou and Howard, Op. Cit., Page 486 


2Bowman, D. 0., PUBLIC CONTROL OF LABOR RELATIONS, New York: ‘The Mac- 
millan Company, 1942, Page 436 
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Growth of unionism has also been phenomenal. An overall 


picture of trade union organization among employees in the United States 


from 1910 to 1945 is presented as follows; 1 


Trade Union Organization Among Employees 
in the United States 


Trade Union Total Number of Total Number of Non-Agricul- 


Year Membership Employees tural Employees 
1910 2.052 402 23 809 904 20 709 232 
1920 4 795 100 27 359 660 24 731 391 
1930 3 073 200 33 217 886 30 246 719 
1940 9 000 000 39 404 000 35 696 000 
1945 14 500 000 51 847 000 43 398 000 


This rapid growth of trade unions led to the enactment of 
federal legislation which covers 


1. Compulsory filing of returns under the Revenue 
Act 


2. Prohibition of the direct use of trade union 

funds in the interest of political parties 
or candidates. 

Section 29.101-2 of the Intérnal Revenue Code provides for 
the filing of an annual information return by non-profit organizations 
in which class trade unions fall. In this return information must be 
given as to the receipts and expenditures of the organization during the 
year being reported on. 2 This law acts as a public registration of 
unions and the publicizing of their financial operations. 

The Smith-Connally Act of 1943 prohibits political contribu- 


tions from trade union funds in connection with national elections. 


lvagnusson, Leifur, GOVERNMENT AND UNION-EMPLOYER RELATIONS, Chicago: 
Public Administration Service, 1945, Page 2 

2FEDERAL REGULATIONS ON INCOME TAX, Prentice-Hall, Inc., New York: 1946, 
Page 8140 


82 


: Ley 
ifsxevo nA .ieaenonedd sood odis: aul we tao, alwo 
1 oF a 
o ¢ eo oe lhe 
aetet® bedvin’ adt at aseyolqre snome.a sr tnegte a0tas ebaxs tou iin i 
=f ; + i: 7° 
fr 
~ sewolfo? ss betnoustg et wien “ O12, we c 
esoyolamE gnomhk nostestasy 10, nokal ahetT . ‘ 4 
Be tR Beet elt mt 
: i! 
-LyoltpA-nol to tedme Leto? to todas Led of nokaU ebsr? 
_pesyofome Lerurt 9. —-. 290%0 Lomi ~Sirlezedmolt 
SES DF 0S Woe e08 € . $08 $20.4. 
A ef LEP 4S O83 G26 $s OOL eey 4 ¢ 
ery das OF o68 FIs £& oos EFO E 
000. de8 2F 000 son CF 600 000 @ 
000 &er ew 000 TAS. £2 000 002 #1 . 
to tcemtosne eit ot bel enotam ebett to diwory Siaer eld? s 
f a 7 ss Bu 7 
, atsvoo sioidw noltalotyel rehet 
es 
emmevai edit tebas arts 9% to arte exeeinamed sf en, 
doa aa 
noiny ehett to saw toer£b ent to nofstidort - : “it 
seliteaq Isokéifog te teetotnt off af abmst .» ’ 
ssetabibaso to . ee oy 
tot aebivozq ebod exneved Las cretal edt. te S-f0L. es aoktoe? , h 
" i etl 
acotieziagsto sitorg-con yd arden coktamrotas. Louraea me 2o snk dt 
. f 
od tenm soltamtota! outer aidt al .Lfs? evolan shan eeato dots a ot 
4) oy, 
od saith cotssatasgto add | to ARNE NEES pam, atgteoer aut o hoes aevis 
to aoitetietse1 siideq s es aves wal aidT $ +20 bedzoger 9s rh ; 
-anoiiateqo Lstonenit xtedds to ease) ie 
: - a ee 
-—uéiziaen Leotiilog nd bdidotq ever to oA ‘i Lannod~di.te 
, ,anottoele Lanchien déiw aoktognaoo at ebaut a0 


igpeokd® ,CHOTTAMA 2 TeYOIDME- HOLT HA 
S rung eehOr a 


83 


This law does not prevent unions from setting up special agencies to 
make political propaganda or carry on political activities on their 
behalf. Permissible political activities are those conducted in con- 
nection with state elections which would not be covered by the federal 
law and activities in connection with primary elections or conventions 
of political parties. 1 

Workingmen in our democracy today with the encouragement of 
federal legislation enjoy more freedom than ever before in the history 
of the United States. Samuel Gompers was one of the first great labor 
leaders who recognized the connection between democracy and the right 
of labor to organize. In reply to a critic of organized labor who pointed 
out that a paternalistic employer was providing welfare work, recreation 
center, and swimming pool for his employees, Gompers declared that 
"labor would rather be free than clean" as paternalism fails to provide 
conditionsunder which individuals may develop their own lives. 2 Organ- 
ized workers today have something substantial to say about their working 
and living conditions, 

Since the Constitution does not confer on the federal govern- 
ment direct authority to regulate labor relations or the conditions of 
employment, it has been difficult to develop a sound labor policy. How- 
ever, in the last quarter of a century, labor through the aid of regula- 


tory legislation has made great strides towards achieving the economic 


IMagnusson, Leifur, Op. Cit., Page 4 


2Myers, James, DO YOU KNOW LABOR?, Washington, D. C.: National Home 
Library Foundation, 1940, Page 2 
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and social betterment of wage earners. Government regulation of sub- 
standard labor conditions has been made possible because of the changed 
attitude of the Supreme Court towards such regulation, This change in 


attitude was brought about by the support given by the social-minded 


age in which we live. 
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VII 


TRANSPORTATION 


Effective transportation is indispensable to economic progress. 
The principal means of transportation are railroads, waterways, highways, 
airways, and pipe lines. These facilities constitute a great portion 
of our wealth, give employment directly and indirectly to millions of 
people, and contribute substantially to the national income, 

From its very intrinsic nature, that of being of service to 
the public, it has become necessary for state and national governments 
to participate in the regulation and control of transportation facilities 
to insure the highest possible degree of efficient service. The federal 
government has come to play the dominant role because much transporta- 
tion cuts across state lines. However, the states were the first to use 
their regulatory powers and it was not until 1887 that the federal 


government stepped in. 


Reilroads 


The first attempts to regulate railroads were through state 
charters which permitted the directors to fix rates within a stated 
méximum and through stetutory legislation. Both proved to be failures 
because they tended to be rigid and inflexible. Furthermore, legisla- 
tive bodies did not have the administrative machinery essential to ef- 


fective control and the state laws were of a general nature providing 
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the same type of regulation over all types of carriers thus resulting 
in injustices. t 

Actual mandatory regulation began in the 1870's through the 
Granger movement, This organization, properly kmown as the Patrons of 
Husbandry, was founded in 1867 for the purpose of promoting the social 
and intellectual life of farmers. Soon the program was broadened to 
include economic and political objectives. The Grange became the medium 
through which farmers sought to alleviate a depressed agricultural condi- 
tion which they attributed to the railroads. ~ 

The complaints presented against the railroads were those of 
exorbitant rates and discrimination between places and persons. The 
legislation which resulted from the Granger movement became important 
because of the principles voiced by the Supreme Court in the Granger 
cases. 

It was decided that the federal government and the states 
could regulate railroad transportation and yet not deprive the com- 
panies of property without due process of law; that the regulation of 
rates did not violate the obligation of contract unless the legislatures 
had specifically conferred the sole power to fix rates upon the corpora- 
tions; and that until Congress Rate ceay ated the states could regulate 


rates even though interstate commerce was indirectly affected, These 


1l3i cham, Truman C., TRANSPORTATION, New York: McGraw-Hill Book Company, 
1946, Page 125 


2Koontz, Harold D., Op. Cit., 1941, Page 80 
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decisions became the foundation for government control of public 
utilities in general. 1 

Federal regulation of railroads began in 1887 with the Act 
to Regulate Commerce. The Act prohibited "unjust and unreasonable" 
charges; forbade discrimination between persons, places or kinds of 
traffic and outlawed higher charges made "under substantially similar 
circumstances and conditions, for a shorter than a longer distance over 
the same line, in the same direction, the shorter being included within 
the longer distance" prohibited the pooling of traffic or of revenue of 
competing carriers, and required publication of rates and fares and ten 
days' notice of rate increases. 2 

This act was hampered almost from the beginning through a 
series of unfavorable court decisions. 3 Little was done to increase 
the effectiveness of the Act of 1887 until the passage of the Hepburn 
Act in 1906. Under this Act the jurisdiction of the Interstate Com- 
merce Commission was extended to express companies, sleeping car com- 
panies, pipe lines, and private car companies. Power to establish 
maximum rates, to regulate through routes and joint rates, to require 


annual reports, to require thirty days' notice of all rate changesiwas 


gi cham, Truman C., Op. Cit., Page 134 
2Koontz, Harold D., Op. Cit., Page 81 


3Meyer, B. H., RAILWAY LEGISLATION IN THE UNITED STATES, 1903, Page 3 
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granted in unequivocal terms. t 

The Mann-Elkins Act of 1910 made effective the prohibition 
of charging a lower rate for a long haul than for a shorter haul over 
the same line by eliminating the phrase "under substantially similar 


circumstances and conditions." * 


over and operated the railroads of the United States because it was felt 
that under private ownership railroads could not handle traffic as 


| 
; 
From December 1917 to March 1920, the federal government took 
expeditiously as war needs seemed to warrant and because the railroads | 


were unable to obtain adequate capital for expansion of their facilities 
to meet the wartime traffic. This experience of government ownership 
of railroads during the first World War proved nothing conclusively. 
( 

It did the job of moving goods but at a greater cost than heretofore, 
but the abnormal wartime period was not conducive to reaching any defi- 
nite conclusions. 3 

The Transportation Act of 1920 sought "affirmatively to build up 
a system of railways prepared to handle properly all the interstate 
traffic of the country... to give owners of the railways an opportun- 


ity to earn enough to maintain their properties and equipment in such a 


lyoontz, Harold D., Op. Cit., Page 83 


2Dixon, F. He, "The Mann-Elkins Act, Amending the Act to Regulate Com- 
merce", QUARTERLY JOURNAL OF ECONOMICS, Volume 24, Page 593, August 1910 ' 


3Hines, Walker D., WAR HISTORY OF AMERICAN RAILROADS, New Haven: Yale 4 
University Press, 1928 
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state of efficiency that they can carry well this burden." 

One of the most important provisions of the Act was that of 
rate making. It provided that "in the exercise of its power to pre- 
scribe just and reasonable rates the Commission shall initiate, modify, 
establish or adjust such rates so that carriers as a whole... will, 
under honest, efficient and economic management and reasonable expendi- 
tures for maintenance of way, structures and equipment, earn an aggre- 
gate net railway operating income equal, as nearly as may be, to a fair 
return upon the aggregate value of the railway property of such carriers 
held for and used in the service of transportation: Provided, That the 
Commission shall have reasonable latitude to modify or adjust any parti- 
cular rate which it may find to be unjust or unreasonable and to pre- 
scribe different rates for different sections of the country." 

As this rule did adtaaeadinten to the carrier a fair return, 
the Act of 1933 was passed to eliminate references to fair return on 
fair value and provides that "the Commission shall give due considera- 
tion, among other factors, to the effect of rates on the movement of 
traffic by the carrier or carriers for which the rates are prescribed; 
to the need, in the public interest, of adequate and efficient railway 
transportation service at the lowest cost consistent with the furnishing 
of such service; and to the need of revenues sufficient to enable the 
carriers, under honest, economical, and efficient management, to provide 
such service," 

In spite of the exclusion of the "fair value" clause in the 


Act of 1933, the Interstate Commission still takes into account fair 
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value in fixing a reasonable level of rates. The valuation reached by 
the Interstate Commerce Commission is ordinarily a figure based upon 
consideration of original cost and present cost less accrued deprecia- 
tion. However, other factors than fair value have influenced the Com- 
mission in fixing level of rates. If the policy of giving effect to 
fair return on fair value were applied widely there would be no guaran- 
tee that all carriers in a group would get anything like the same rate 
of return, as in an interrelated group of railroads there would be some 
who would receive more than the average and others less. It was to meet 
the problem of railroads of unequal earning power that the recapture 
clause was inserted in the Transportation Act of 1920, This provided 
for the fixation of rates so that return would be reasonable for rail- 
roads as a whole with means of assisting the weak carriers through 
earnings recaptured from the strong. A railroad earning more than 

6% on the value of its property might retain one-half of the excess, 
paying the other half to the Interstate Commerce Commission, which half 
would be placed in a reserve fund of the carrier. This reserve might 
be ee upon by the carrier in years when the return was less than 

6% for payment of interest, rentals, and dividends. When the reserve 
equals more than 5% of the value of the carrier's property, the surplus 
might be employed by the railroad for any lawful purpose. The govern- 
ment's half of the excess earnings was set aside in a contingent fund 
from which the Interstate Commerce Commission might make loans to weak 
lines for the purpose of meeting capital expenditures or refund security 


issues. 
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Since 1920, the Interstate Commerce Commission has con- 
sidered the fair return basis where a rate of return is fair when it 
permits a company, the rates of which are governmentally regulated, 
to earn a rate "reasonably sufficient to assure confidence in the 
financial soundness of the utility" and "adequate under efficient and 
economical management to maintain and support its credit and enable it 
to raise the money necessary for the proper discharge of its public 
duties." } 

Regulation of railroad rate structures is an extremely com- 
plicated phase of government control. The following factors underlie 
the setting of 2 particular rate: 

1. Large overhead costs which are relatively con- 

stant and which arise from fixed investment not 
easily transferred. These overhead costs must be 
met if the railroad is to continue in business as 


a going concern under private ownership, 


2. Value of service or degree of elasticity of demand 
for transportation services. 


In evaluating the regulation of railroad rates, it is seen 
that they have not been adequate in terms of return as seen in the 
following tabulation which shows that at no time from 1923 to 1939 


did the railroads earn 6% on their investment: 


lpigham, Truman Ci, Op. Cit., Page 174 


2Jones, Eliot, RAILROADS; PRINCIPLES OF RAILWAY TRANSPORTATION, New 
York: The Macmillen Company, 1924, Page 77 


3Locklin, D. P., ECONOMICS OF TRANSPORTATION, Chicago: Business Pub- 
lications, 1938, Page 157 
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From the above statistics, it is seen that only in the year 1942 did the 


railroads realize a return on investment slightly in excess of 6%. 


linterstate Commerce Commission, STATISTICS OF RAILWAYS, 1938, Page 


142, 1940 


2PATLWAY AGE, "A Review of Railway Operations in 1946," Dr. J. H. Parme- 


(Millions of Dollars) 


1940 to October 1946, the following statistics apply: 2 


Investment Less Net Railway 
Year Depreciation Operating Income 
1923 $19 965. $ 975 
1924 20 632 984 
1925 21 536 137 
1926 22 070 1 229 
1927 22 507 1 078 
1928 22 832 1 182 
1929 22 295 1 263 
1930 23 690 874 
T9351 23 574 528 
1932 23 454 325 
1933 23 194 477 
1934 22 817 466 
1935 22 729 505 
1936 22 623 676 
1937 22 685 598 
1938 Ze 551 Str 
1939 22 435 596 
Fron 
Net Railway Operating 
Year Income (In Millions 
1940 $ 682 
1941 998 
1942 1 485 
1943 1 360 
1944 1 106 
1945 852 
1946 (October) 451 


Investment and Return on Investment * 


Per Cent Return On 


Investment 
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lee, Page 64, January 4, 1947, Vol. 122, No. 1 
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6.32 
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The following summary schedule of working capital of the rail- 


roads shows statistically their liquid position for the years 1929 to 


1946, + 

Current Change Over 

Current Assets Liabilities Working Capital Previous Year 

Year 000 000 000 000 
1929 1 717 953 1 200 984 516 969 
1930 1 510 975 1 162 170 348 805 168 164 
1931 1 213 350 1 147 239 66 111 282 694 
1932 1 130 731 1 063 271 67 460 1 349 
1933 1 034 560 1 261 382 226 822 294 282 
1934 1 058 331 1 471 326 M12 995 186 173 
1935 1 086 467 1 670 767 584 300 171 305 
1936 1 292 421 1 885 574 593 153 8 853 
1937 1 143 990 1 937 830 793 840 200 687 
1938 1 120 968 2 243 961 1 122 993 329 153 
1939 1 292 705 2 555 903 1 263 198 150 205 
1940 1 4he 142 697 200* 744 9h2 008 140 
1941 1 914 544 1 115 320** 799 224 Ln 282 
1942 3 065 093 1 806 030 1 259 063 460 839 
1943 4 4O7 065 2 923 078 1 473 987 314 924 
1944 4 488 O42 2 844 210 1 643 832 69 845 
1945 4 345 830 2 108 245 2 237 585 393.753 
1946 3 750 603 1 809 457 1 941 146 296 439 


* In 1940 and thereafter long-term debt in default is no longer included 
in current liabilities as had been the policy in years prior thereto. 


** Becinning in 1941, provision for taxes is included in current liabili- 
ties. 


This table brings out several significant details. In 1932 
the railroads experienced a slight revival but suffered a relapse of 
seven years! duration until the last war rescued them from their de- 
pressed condition. It is to be noted that in 1932, although there was 
an increase in working capital, the current assets decreased but the cur- 


rent liabilities decreased in a greeter proportion. The years 1933 


linia, "Stage Set for Large-Scale Improvements," Page 5 
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increase in current liabilities. The significant fact to observe dur- 
ing the years 1941 to 1945 is the accumulation of current assets. A 


portion of these funds were used by the railroads to refinance or retire 


94 
through 1939 saw a continual decrease in current assets and a continual 
| 


part of their funded debt which declined from $11,880,000.00 in 1930 
to $8,659,000.00 in 1945, + 

These statistics show that there is certainly no lack of 
present funds for the purpose of plant modernization and equipment. 
The graph on the following page shows the correlation between railway 
operating ss and capital expenditures and how the parallel correla- 
tion which existed prior to the war was disrupted by wartime limitations 
thus causing the accumulation of current assets as shown in the chart 
aforementioned. 

The Interstate Commerce Commission has been criticized by 
some for not allowing higher rates during the 1920's when they could 
have been collected, but others believe the adequacy of rates should be 
measured by the degree of efficiency and service. Using this as a 
criterion, rates have been adequate and the railroad system has fur- 
nished an improved and efficient transportation service. 

The alarmingly low return during the 1930's made necessary 
public aid to railroads and substantial loans were extended by the Re- 


construction Finance Corporation and the National Recovery Act. a 


linia, "Railroad Equities Are Still Depressed," J. G. Lyne, Page 71 
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1RAILWAY AGE, "State Set for Large-Scale Improvements," J. G. Lyne, 
Jamuary 4, 1947, Vol. 122, No. 1 
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The Transportation Act of 1920 legalized combinations approved 
by the Interstate Commerce Commission and set aside anti-trust laws to 
effect these unifications. To obtain the necessary authorization to 
combine, it was necessary to show that the arrangement would promote 
service or economy in operation and that it would not unduly restrain 
competition. t 

Section 20(a) of the Transportation Act of 1920 provided for 
the regulation of securities and it made it unlawful for any railroad to 
issue securities or to assume obligations with respect to securities 
issued by other persons except after authorization by the Interstate 
Commerce Commission. Securities to be approved for issue by the Inter- 
state Commerce Commission were to be for some lawful purpose within the 
corporate charter, compatible with the public interest and reasonably 
necessary for the rendering of proper service. @ 

| This Act also provided for direct regulation over service. 
The Interstate Commerce Commission was empowered to regulate the use 
of existing equipment and to control the extension and abandonment 
of facilities. 

To improve the existing regulation and to relieve the condi- 
tions existing during the depression years, the Emergency Act of 1933 


was passed,. Its objectives were to encourage action on the part of the 


carriers which would avoid duplication of services, to promote the 


lpigham, Truman C., Op. Cit., Page 177 


2Koontz, Harold D., Op. Cit., Page 175 ’ 
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financial reorganization of the carriers so as to reduce fixed charges, 
and to provide for the immediate study of means of improving transporta- 
tion conditions in general. This Act also repealed the recapture clause 
in the Transportation Act of 1920, as it proved to be unworkable in 
practice. 

In 1940 legislation was passed to restrain competition to a 
limited extent and to bolster up the transportation industries. = This 
Act presented a declaration of national policy for all forms of trans- 
portation subject to the Interstate Commerce Act and provided for 

1. Impartial regulation of all modes of transportation 


2. Preservation of the advantages of each type of 
transportation 


3. Promotion of sound conditions in the transportation 
industries 


4, Condemnation of destructive competitive practices 

Recent developments in the labor field of railroad transporta- 
tion saw, as of January 1, 1946, an increase in wages of sixteen cents 
an hour and as of May 22, 1946, an additional increase of twenty-five 
cents an hour. 2 

As a further labor cost, the Crosser Bill, passed in Congress 
on July 13, 1946, effective January 1, 1947, makes employees eligible 


for disability benefits after ten years of service, reduces from sixty- 


five to sixty the age at which women may retire on a full pension, adds 


loommittee on Interstate and Foreign Commerce, TRANSPORTATION ACT OF 


1939, 76th Congress, lst Session, Report No. 1217, Page 2, July 18, 1939 


2RAILWAY AGE, "A Year of Labor Turmoil and Wage Boosts," W. H. Schmidt, 
January 3, 1947, Vol. 122, No. 1, Page 9 
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sickness and maternity benefits and increases unemployment benefits from 
$4.00 to $5.00 a day and extends the maximum duration of such benefits 
from 100 to 130 days in any one year. 1 

On April 15, 1946, at the time of the granting of the wage 
increases, the railways requested an increase in freight and passenger 
rates of twenty-five per cent from the Interstate Commerce Commission, 

At the end of June 1946, the Interstate Commerce Commission 
granted the railroads a 6% increase in freight rates effective July 1, 
1946, except for certain basic commodities such as agricultural products, 
slag, and gravel on which the boost was only 3%. To make up for their 
lower earnings, Eastern railroads were allowed a further increase of 
5% on all but anthracite and bituminous coal, lignite, and iron ore. 
The Interstate Commerce Commission estimated that this overall 6% in- 
crease, which rates were temporary, would net another $390,000 ,000.00 
to the railroads. 2 

On December 6,°1946, the Interstate Commerce Commission granted 
the carriers freight rate increases to become effective January 1, 1947, 
averaging 17.6% above the rates existing in June before the emergency 
increases were granted. The Interstate Commerce Commission estimated 
that this should result in an increased revenue to the railroads of over 


one billion dollars annually. 


linia, Page 11 


2TIME, July 1, 1946, Vol. XLVIII, Page 70 
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As a result of the railroad rate increases, more passenger 
traffic will be diverted to the air lines and motor traffic, and it is 
expected that a great deal of competition in passenger traffic will en- 
sue during 1947. The first ten months of 1946, before increased rates 
for railroads, saw an increase in the revenue passenger miles of the air 
lines of 80.7% above those for the corresponding ten-month period in 
1945 and a decline of 19.6% in the railroad parlor and sleeping car traf- 
fie. 1 Therefore, it seems logical to assume that because of the in- 
crease in railroad rates, a greater percentage of traffic will be 
diverted to the air lines. 

The railroad industry found 1946 far from a boom year as rail 
profits dropped to the lowest level since 1940. Rising costs are responsi- 
ble for falling profits as the following statistics show. 2 

1. Wages - Since 1939 wages have increased three 

times. Yearly payrolls have risen by 
$1,700,000,000.90. 


2. Material and supply costs - Annual expenses 
have increased by $500,000,000.00 since 1939. 


3. Passenger Revenue 


Percentage of Passenger Revenue 


Year to Freight Revenue 
1929 18 

1933 13 
1933-1941 12-14 
1942-1945 26 

1946 22 


Seetesehatn Commerce Commission, MONTHLY COMMENT, January 1947 


2BUSINESS WEEK, "Railroads Take It on the Chin," Page 61, February 15, 1947 
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The Interstate Commerce Commission predicts that the recent 
rate increase should raise revenues about one billion dollars but the 
railways predict that after providing for the expected decline in pas- 


senger revenue, the overall gain will be about $500,000,000.00. : 


Water Transportation 


Prior to 1940 water transportation was regulated in piece- 
meal fashion, as compared with railroads it was less important to the 
public, less monopolistic in character, and less marked by discriminatory 
rates. Both federal and state governments have contributed liberally 
to the development of waterways. Up to 1937 the federal government had 
recorded outlays of over two billion dollars for investment and main- 
tenance of navigation facilities; and as of 1931, expenditures by states 
amounted to over $530,000,000.90. 2 

The government was interested in aiding waterway development 
for the following reasons: 3 


1. Waterway transportation costs are cheaper than 
railroad transportation costs 


2. Conservation of natural resources demands in- 
creased utilization of waterways 


3. Water competition would be the best regulatory 
device for railroad rates 


linia, Page 61 


2Moulton, H. G., AMERICAN TRANSPORTATION PROBLEM, Washington, D.C.: Brook- 
ings Institution, 1933, Page 433 


3 Federal Coordination of Transportation, PUBLIC AIDS TO TRANSPORTATION, 
Vol. III , 
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The most important contribution to water transportation regu- 
lation was furnished by the Transportation Act of 1940 which introduced 
control of inland water carriers. Common carriers subject to this Act are 
required to obtain erases from the Interstate Commerce Commission which 
they authorize if the applicant is found fit, willing and able to per- 
form the service and to conform with the law, and if such service will 
be consistent with the public interest and the national transportation 
policy of the Interstate Commerce Commission. Common carriers must 
make reasonable through routes and rates and afford reasonable, proper, 
and equal facilities for interchange of traffic with other carriers 
and with railroads.+ 

The law forbids common carriers by water to make, give, or 
Cause undue or unreasonable preference to persons, places, or kinds of 
traffic. 

Under the Transportation Act of 1940 control of rates comes 
under the jurisdiction of the Interstate Commerce Commission which is 
given the power to fix maximum and minimum rates and to prescribe reason- 
able divisions of rates between connecting carriers. In passing upon the 
division of rates between carriers, the Commission is directed to con- 
sider the efficiency of participating carriers, the amount of revenue 
necessary to pay operating expenses and a fair return upon property 


used for transportation. 


lxoontz, Harold D., Op. Cit., Page 234, 235 
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This Act places common carriers by water under the same pro- 

visions as railroads in respect to types of unification.- 
The need for regulatory reform of water carriers has been 

long recognized and the Act of 1940 has done much to meet the need. 

As a result water carriers have been brought under the jurisdiction 

of a single commission and this Act has subjected water carriers which 

come under the law to control which is nearly as complete as is found 

in the railroads. Gaps, however, still exist. Equipment and its use 


do not come under control and there is no special regulation of issu- 


ance of securities as exist in the case of railroads. 


Motor Transportation 


The development of motor transportation as an important 
carrier has been comparatively recent, and it was not until 1920 
that the passenger automobile and motor truck constituted a serious 
threat to railroad business. 

At this phase of the transportation problem, the differ- 
ence between common and contract or private carriers should be noted. 
4A common carrier is one who undertakes, for the public generally, to 
transport goods or passengers from place to place for hire, A common 
carrier usually operates between definite termini or over a definite 
route. A private carrier transports freight from point to point as 


demanded by his contract with the shipper. A private carrier becomes 


lipid, Page 236 
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a public one es soon as it begins to cover definite territory at some- 
what regular intervals and carries goods for anyone desiring to ship 
them. It is the common carrier that is subject to the most regulatory 
control, and it is to the common carrier that this section is devoted. 
The public was apathetic to control motor transportation. 

There was opposition to regulation from motor vehicle manufacturers, 
shippers, and small truckers, all of whom feared that motor transporta- 
tion would be restricted in favor of railroads. @ Systematic regulation 
began with the Motor Carrier Act in 1935. The objectives of this Act 
were to preserve the advantages of motor transportation, foster sound 


conditions in the motor carrier industry, promote an adequate motor 


carrier service at reasonable rates, encourage coordination between 
federal and state regulatory authorities. Administration of the Act 


was placed in the hands of the Interstate Commerce Commission who is 


——— 


given jurisdiction over motor carriers engaged in transporting persons 
or property in interstete commerce. The Commission was authorized to 
require surety bonds or insurence on the part of common and contract 
carriers, and it could prescribe regulations concerning the maximum 


hours of service, qualifications of employees, safety of operation, and 


ee we ee. a eee 


standards of equipment. 3 


1pillavou and Howard, Op. Cit., Page 374 


2Nelson, J. C., "fhe Motor Carrier Act of 1935" JOURNAL OF POLITICAL 
ECONOMY, Vol. 44, Page 464, August 1936 


3Bigham, Truman C., Op. Cit., Page 208 
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The provisions of the Act relating to the rates of common 
carriers were similar to those covering railroad charges. : 

Regulation of motor transportation is still in a formative 
stage. In contrast to other fields of transportation, it is 
primarily local and state regulation will remain the most important 
part of control; but it seems likely that federal control will ex- 
tend much further into this field but will not supersede state regu- 
lation to the extent prevalent in the railroad field. 

With the forty-eight states exercising control over motor 
vehicle transportation, a maze of state regulations has resulted 
and only those factors which sabes in most of the state laws will 
be discussed. 

Regulation of charges made by common carriers is usually 
included in state lawe and most states make unjust discrimination unlaw- 
ful and require publication of rates. a 

Safety regulations have been applied by the states to all 
kinds of motor transportation. General regulations include speed re- 
strictions, size and weight laws, licensing of operators, and maintenance 
of equivment standards. 2 


Since the introduction of motor transportation, there has 


been perpetual warfare between truck operators and state legislatures. 


lxcontz, Harold D., Op. Cit., Pages 212-220 


2Ibid, Pages 212-220 


104 


a aie eee ee ee ee 


ee eel 


i ge 


' ft iy ; ’ 

> \ Che i 

ur Bae: 

{ ye Tae: . Ae. j 

a nomsoo to setat sdt of galhdaley T9A of? To ano betvorg “ae d 
ve 

seegtato hsorlist salteroes os nod of waKtate eve. at 


* 


evijamiot ws ai Litte of sobtagroqens:? xrotom to wobtaluges FE 


e 


ei ti ,soktattoganet? te ebfett reddo of ¢epténes a1 
‘ar . - as . 2 2 ) 
tnatroqmt teow od? mtanex LLtw noicsiaget etats baa Laool vittenty 
~xe iftw lorttnsos Ietebet tadé? yleolt! amese 22 dud ;lotiaos tods “oq if 
— "7 = 


-$29% etata ebeat pre tom ff tw ted blett atd? ofak tontxst doom bao? oH vy 
; : 4 5 
-blelt Bbaorltar edt at taeiaveiq inedxe edt ot wedild a 
i 
YY a” 
| 


totom teavo Lortnos 


gifetotexe setase tdate-qdret edd AdLW 

r botineot sad snoktaluget esate to exam 3. Roatuean cena 

AR) ee ! 

 Sitw awel etete odd Yo teom al mesmen ox dotdw ar0d ad seodt iso ban 

H ; fiat 
/_ 


. oe . boweroeLd: ca ae 
a 


x yilsuens et atoizies aommos yd ebam acy add to sobtaLigett ms a 


~walos oolisaltmixoetb taytco etam eoteate teom bns-ewel seat at peas 
e ae ¢ 


<ihe “ ,astay to motteotidugq extupex sam tt 


{fs ot sstate eft yd betlag ased svari anolta aluget ytetaa i) 
i -—6t besge sislont anotisluast Inwened .tottstioqaaatt xo8ow to ebat =. 
Oy a 
, 

“gona anetetam bas ,sieteteae to gataneot! ,ewal dnatew fos este anentetice es 
; 3 ie Are a0) 
a ,abrabande datenn 
i . ; : ' cae ae 
ae eal etedt ,noltatxoqsaat? 1atem to actionbotsat edd: oonte by rcaniand 
vee 


~—- gRetwitsletsel otete fas etote ome towst aeowted erst ‘8M « tautotog fica 


A: 


‘ ¥ i i, j - 
- i ‘ eth ee | re Ais 


VN ce a % vi 
OSS-SIS. gaged L188 o4 at ‘bloxsi hs 
¥ - 4 4 ru a 4) 
Pec ore ; 
— pgseses 
49; 2 ; 


During the wartime emergency, fairly liberal regulations agreed to 
between the states lowered the walls between states by upping loads 
permissible on trucks and by increasing allowable width, height and 
length of both trucks and buses. 

After the war, the states again raised the walls. On 
January 1, 1946, Virginia's governor reimposed the state's 2% gross 
receipts tax on out-of-state truckmen., North Carolina demanded that 
Virginie trucks buy a contract hauler license or pay a 6% gross re- 
ceipts tax. Ohio forced out-of-state trucks to ay public utility 
fees. Reciprocal tax skirmishes are but part of an over-all struggle 
between groups with divergent interests, such as revenue-hungry 
states, highway builders, passenger auto associations, railways, air 
freight services, and truck owners. 1 

As a result of the liberal regulations existing during the 
war and the fight for standard regulation, legal truck weights have 
been increased to 40,000 pounds with a view to raising that limit to 
50,000 pounds. Because of this decision, however, states are attempt- 
ing to pass resolutions to have higher taxes assessed against trucking 
firms and other motor vehicle operators as they maintain that the in- 
creased load required additional expenditures for heavier pavements. 2 

However, the struggle between the states still goes on, and 


attempts are continually being made to achieve new regulations aiming 


\ 


13USINESS WEEK, "Road Truce Ends," Page 36, January 12, 1946 


2BUSINESS WEEK, "Truckers Gain," Page 39, March 9, 1946 
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vehicles has made state regulations difficult to enforce, and it was 
not until the passage of the Motor Carrier Act that some degree of 


coordination and systematic regulation was obtained. 


Air Transportation 


Air transportation has the shortest history of commercial 
use and regulation. Commercial flying dates from the middle 1920's 
but its progress has been remarkable for its short life. The table on 
the following page shows the development of domestic airline business 
of scheduled operations from 1928 to 1946, 

It became necessary for the government to take action in 
regard to air transportation for several reasons. Kinetic energy of 
planes carries them about thirty miles after their motors fail; and 
therefore, if landing fields were to be provided at thirty-mile in- 
tervals, the entire route of a particular line would be so equipped so 
that planes could land safely at all times. These courses equipped with 
intermediate landing fields are called airways. They represent large 
capital investments and expensive maintenance costs. If privately owned, 
carriers from one line would be prevented from flying over the airways 
of another line and would have to build their own which would mean an 


increase in the cost per unit of transportation service. 1 


lgoodman, Gilbert, GOVERNMENT POLICY TOWARD COMMERCIAL AVIATION, New 
York: King's Crown, 1944, Page 5 
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at standardization. 
The tremendous number of motor-carrier operators and motor 
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DEVELOPMENT OF COMMERCIAL AIR TRANSPORT IN THE 
UNITED STATES, 1928 - 1946 
DOMESTIC COMMERCE OF SCHEDULE OPERATIONS 


In Millions - 000's Omitted 


Express and 
Total Miles Passengers Mail Lbs. Freight Lbs. 

Year Flown - 1,2 ES LF 1 6 

1928 10 400 47.8 3 545.5 210.4 
1929 22 380 159.8 7 099.6 249.6 
1930 31 993 374.9 7 985.0 359.5 
1931 42 755 470.0 9 097.4 788.1 
1932 45 606 478.3 7 393.3 1 034.0 
1933 48 772 493.1 7 362.2 1 510.2 
1934 LO 955 461.7 7 411.0 2 1393.2 
1935 55 380 746.9 13 268.7 3 822.4 
1936 63 777 1 020.9 17 706.2 6 958.8 
1938 69 669 1 343.4 558.5 7 336.0 
1939 82 572 1 876.1 629 2 9 514.3 
1940 108 800 2 959.5 936.6 12 506.2 
1941 133 023 4 060.5 1 462.9 7 7956 
1942 110 103 3 551.8 2 838.3 39 968.0 
1943 103 601 3 454.0 3121.8 57 544.0 
1945 214 960 7 502.5 - 83 024.0 
1946 151 473 5 225.9 ~ 141 854.6 


11928-1939 - Koontz, Harold D., Op. Cit., Page 242 
21940-1946 — WORLD ALMANAC, 1947, Page 758 
31928-1936 = Koontz, Harold D., Op. Cit., Page 242 


4938-1943 - ANNUAL REPORT OF THE CIVIL AERONAUTICS BOARD, 1941 and 
1943, Pages 57 and 30 


51939-1941 - ANNUAL REPORT OF THE CIVIL AERONAUTICS BOARD, 1941, Page 57 
61942-1945 = U, S, STATISTICAL ABSTRACT, 1946, Page 558 


71946 - CIVIL AERONAUTICS ADMINISTRATION JOURNAL, February 15, 


1947, Department of Commerce, Page 23 
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Farthermore, as passenger and express traffic could not bear 
rates high enough to cover operating costs, the government awarded con- 
tracts to air carriers to carry mail and thus overcome losses which 
they might incur. If a carrier lost its contract that would mean that 
it would be left with a high fixed charge for maintaining its airways. 
Therefore, by government construction and maintenance of airways, air 
transportation would be aided by providing for the necessary physical 
conditions and by relieving the air carriers of the cost of building and 
operating them, 1 

By the Air Commerce Act of 1926, the federal government pro- 


vided aids for air navigation which included airway facilities, meteoro- 


logical information, research and developmental work and accident investi- 


gation. The Bureau of Air Commerce created by this Act started the con- 
struction of airways; and from a few airways in 1920, there had developed 
a system of 36,982 miles in 1944, 2 

Prior to 1938 federal regulation of air transportation was 
inadequate. Comprehensive regulation of air transportation began with 
the Civil Aeronautics Act of 1938 which created the Civil Aeronautics 
Board. Carriers for hire in interstate and foreign transportation must 
now obtain a certificate of convenience and necessity from the Board and 
they must furnish safe and adequate facilities and service. Abandonment 


of routes is unlawful except by approval of the Board. The Board has 


linia, Page 9 


2Ibid, Page 9 
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be published and which are to be reasonable and non-discriminatory, 

and it can exercise jurisdiction over consolidations which might take 
place under specified conditions between air carriers and aircraft 
manufacturers, between two or more airlines or between air carriers and 
companies engaging in other forms of transportation. 1 

Since the termination of the war, passenger, mail, and air 
cargo service has been decreasing while costs of doing business have 
been rising rapidly. 

In 1945 the airlines experienced an increase of 35% in oper- 
ating revenue but a decline of 10% in net operating income. The present 
rate structure of airlines is four and one-half cents per passenger 
mile which represents a one-cent reduction from the rates existing 
prior to May 1945, This reduction was voluntarily effected by the air- 
lines to attract the goodwill of the public. * 

In 1946, the following statistics applied: 3 


Revenue paying passengers - 13,000,000 - 78% more than 
in 1945 


Revenue miles - over 6,000,000,000 - 72% more than in 
1945 


Air expenses - 57% more than in 1945 


lgichan, Truman C., Op. Cit., Page 210 


“ 


2BARRON! S NATIONAL BUSINESS & FINANCIAL WEEKLY, "Higher Rate Structure 


Essential for Airlines," Selig Altschul, December 9, 1946, Page 12 


33BUSINESS WEEK, "Airline Profits Slump," Jamary 11, 1947, Page 64 
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The 78% increase in revenue paying passengers as contrasted 


against the 125% rise in airline seating capacity represented a sub- 


stantial drop in the payload per plane trip. 


During the period January to September 1946, the airlines 


received 50% larger revenues than the corresponding period in 1945, but 


sixteen carriers suffered a drop of 83% in net operating income from the 


1945 joint net of $15,938,000.00 and six of the sixteen carriers showed 


a deficit. 1 


Reasons advanced for the depressed conditions of the airlines 


are as follows: 


l. 


Ze 
55 
4, 
[s 
6. 


Planes overstaffed. Each plane was staffed by an 
average of 129 versus 53 in prewar days 


Costly personnel training 

Excessive expansion 

Climbing wage rates 

High depreciation charges 

Sharp drop in passenger traffic due to 
ae Elimination of war time stimuli 

b. Seasonal factors 

c. Recent string of air accidents 


d. Loss of time and other inconveniences caused 
by inadequate airport facilities 


Although air accidents are given as a factor contributing to 


the depressed condition of the airlines, the statistics on the following 


linia, Page 64 
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page show the steady decline of air fatalities from 1939 to 1946 when 
compared with the total mileage flown, 

In a speech in Chicago in January 1947, United Air Lines! 
president, W. A. Patterson summarized the situation thus: 

"Phe present average airline capacity is approximately 

74% utilized, while the breakeven point during this 

conversion period is approximately 80%. Increases in 

passenger fares or in mail rates or in both are inevita- 
ble." 

The Civil Aeronautics Board has instituted an investigation 
in order to determine how non-mail revenues can be raised, and it is 
believed by the airline industry that the study will result in a fare 
increase. But the possibility exists that a raise in airline passen- 
ger rates might reduce non-mail revenue by sending marginal passengers 
back.to using the railroads and buses. 2 

On March 22, 1947, a 10% increase in airline fares, probably 
becoming effective April 1, 1947, was approved by the Civil Aeronautics 
Board. This increase is to be effective for ninety days; and after the 


ninety-day period, individual lines will be free to adjust fares as they 


see fit. 3 


lgusINESS WEEK, "fo Probe Rates," February 22, 1947 
2Ibid 


3BOSTON EVENING AMERICAN, March 22, 1947 
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Pipe Lines 


In recent years, pipe lines have been used for the transporta- 
tion of gasoline, crude oil, and refined products, and experiments have 
been made for the transportation of alcohol, wheat, and pulverized coal. 

In 1938, there were 115,000 miles of oil pipe lines and 
6,500 miles of gasoline pipe lines in the United States. 1 

Oil pipe lines extend from southern Texas and Wyoming to 
Chicago, the Great Lakes, and the Atlantic seacoast. Gasoline pipe lines 
extend from Texas to Chicago and from St. Louis and Toledo to the Atlan- 
tic seacoast. 

The ton mileage of commercial pipe-line traffic was 8%, of the 
total commercial traffic in the United States in 1938 and is steadily 
increasing. Of the 190,900,000 tones of crude and refined petroleum 
moved in the United States in 1937, 70% moved by pipe lines. 3 

All natural gas moves by pipe line. This industry has become 
important and will be discussed further on in this chapter. 

As pipe line transportation serves few shippers, handles a 
single commodity, and the pipe lines are owned by chief customers, it does 


not need much control to protect the public interest; and therefore, its 


LINVESTIGATION OF CONCENTRATION OF ECONOMIC POWER, 76th Congress, 2a Ses- 
sion, Part 14A, Page 7722, 1940 


27.7.0, "Utility Corporations," Senate Document No. 92, 70th Congress, 
lst Session, Part 844A, 1936, Page 27 


IREPORT OF COMMITTEE OF SIX TO PRESIDENT OF THE UNITED STATES, Decen- 
ber 23, 1938, Page 74 
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regulation is relatively unimportant. 

The Interstate Commerce Commission has had jurisdiction over 
petroleum lines since 1906, and the Federal Trade Commission has had 
jurisdiction over natural gas lines since 1938. The basis of the regu- 
lation exercised is to protect small producers and refiners from large 
companies owning pipe lines who can curtail small companies by setting 
high rates for transport or minimum requirements. The states in general 
declare pipe lines to be common carriers and must file rates, reports, and 
keep accounts.- 

The following table shows the growing importance of petroleum 


‘pipe lines in the United States. From 70,009 miles of line operated in 


1925, the mileage increased to 111,615 in 1944, ~ 


Miles of Line Investment In Operating Operating 
Year Operated Pipe Lines Revenue Exoense 
1925 70 009 511 088 164 645 80 232 
1930 88 727 7 tera. 237 910 99 363 
1935 92 037 763 009 197 368 89 364 
1936 94 060 773 743 219 057 92 899 
1937 96 611 802 946 248 198 98 641 
1938 95 775 807 657 228 211 98 756 
1939 98 681 829 646 212 466 97 130 
1940 100 156 841 977 225 760 101 919 
1941 105 435 885 317 251 685 110 448 
1942 106 485 918 848 245 061 123 507 
1943 108 783 965 464 276 652 148 448 
1944 111 615 1 000 741 310 194 172 368 


PETROLEUM PIPE LINES, 1925 - 1944 
All figures except miles of line operated in thousands of dollars 


lyoontz, Harold D., Op. Cit., Pages 236-240 


2STATISTICAL ABSTRACT OF THE UNITED STATES, 1946, 79th Congress, 2d Ses- 
sion, House Document No. 502, Page 759 
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Regulation of our transportation facilities has proceeded 
unevenly. The aim of the government in its regulation of transporta- 
tion facilities has been to furnish adequate service at the lowest cost 
possible to society. This has involved regulation for prohibition of 
monopolistic and discriminatery rates, to prevent waste of capital and 
needless duplication of CS ae to stabilize rate structures, and to 
promote coordination in transportation. | 

To the advocates of the policy of relaxing regulation, the 
Federal Coordinator of Transportation has presented this argument; 1 


“Any plan of free and unrestrained competition in 
transportation would be in the teeth of experience. 
In the case of railroads, it was given a prolonged 
trial and found wanting many years ago. The re- 
sults were bad for both the railroads and the 
country. The present tendency is to place competi- 
tion under some measure of restraint in industry 
generally. Uncontrolled competition in transporta- 
tion would make rates and charges utterly unstable 
and undependable and invite much the same abuses as 
existed in the railroad 'rebate' days. It would 
intensify the financial demoralization of all 
classes of carriers, It would be particularly 
dangerous, if indulged in by the railroads, because 
there is still a wery considerable volume of rail- 
road traffic upon which other forms of transporta- 
tion do not encroach. The tendency, as in the old 
days, would be to exact the last possible cent from 
such traffic and made rates on the competitive traf- 
fic low enough to stifle the competition. The 
other forms of transportation have no such reserves 
of non-competitive traffic to sustain their 
endurance." 


l¥ederal Coordinator of Transportation, REGULATION OF TRANSPORTATION 
AGENCIES, Senate Document No. 152, 73d Congress, 2d Session, Page 58, 
1934 
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Public Utilities Other Than Transportation 


me ems et ee 


The courts have found many businesses other than transporta- 
tion to be in the category of public utilities, and therefore, the re- 
maining sections of this chapter will be concerned with the control 
over communications, electric, gas, and water. These businesses have 
been subject to more state than federal control for they are involved 
largely in intrastate commerce. The telephone is approximately 99.5% 
intrastate as measured by messages and 67.6% as measured by revenues. 
Of the 116,681,000,000 kilowatt hours of electricity produced in the 
United Stetes in 1938, 20% only moved across state lines and only 27% 
of the natural gas production in 1934 was of an interstate nature.” 

There is, of course, much difference in the scope of regule- 
tory jurisdiction among the 48 states. Some states have no commission 
regulation over public utilities; others limit their regulation to 
certain utilities. Because of the lack of uniformity in state regula- 
tion, and of the growing importance of federal legislation in these 
fields, this chapter will devote itself only to the phase of federal 
regulation. Whether a public utility is controlled by the federal or 
state govermment, many of the problems = fair price, adequate service = 


are the same. 


lnerring, J. Ms and Gross, G.C., TELECOMMUNICATIONS, Ne Ye: McGraw 
Hill Book Company, 1936, Page 213 


2Federal Power Commission, ELECTRIC POWER STATISTICS, 1938, Page 3. 
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Communications 


Several attempts were made by the government to regulate 
communications prior to 1934 but the Communications Act of 1934 is 
considered the basis of federal control. By this Act all common car- 
riers of messages by wire or wireless are required to furnish reason- 
able, adequate service upon a request for it. The Communications Com- 
mission takes action for the establishment of physical connection 
between carriers and for through routes. Construction of new lines or 
extension of existing ones is subject to the obtaining of a certificate 
of convenience and necessity from the Commission. The Act of 1934 also 
provides that charges be just and reasonable and specifically declares 
that different charges be made for different classes of service. Rate 
discrimimtion is forbidden and publication of rates is required. 
Changes in charges, classifications, or practices concerning rates 
must be filed with the Commission and 30 days' notice given. To aid 
the Commission in fixing a reasonable rate, the law provides for valwa- 
tion of the property of companies subject to the act. They are re- 
quired to furnish information as to cost of reproduction less deprecia- 
tion and original coste2 

The regulation of combination of communication companies is 
weak and is no more than a restatement of federal acts making 
unreasonable restraint of trade unlawful for any business. 


In the field of radio, the greatest instrument of power 


lgerring, J. Me, Op. Cit., Page 245-320 
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which the Communications Commission holds over radio companies is the 
authority to grant, revoke or withhold licenses to operate radio 
stations. No person is permitted to operate a station in interstate 
and foreign commerce unless he has a license to do so, which licenses 
are grented for a limited time. In considering applications for 
licenses, the Commission is directed to make distribution of licenses 
among the several states as "to provide efficient and equitable 
distribution of radio service to each of the states." The powers of 
the Commission over operation of radio stations are extensive. It 
assigns frequencies and operating times; it prescribes the nature of 
service to ba rendered by the various classes of states, the minimm 
and maximum power, and the location of stations. Construction of 
station facilities can be made only after permits are obtained from 
the Commission and inspection of facilities and persomel is provided 
fore The Commission is specifically denied the right to censor com- 
munications or to interfere with the right of free speech but utter- 


ing obscene langwge is forbiddene? 


Water Power 


The federal government entered the field of public control 
of water power in 1920 with the passage of the Federal Water Power Act 
which applied only to the use of hydro-electric sites on navigable 


water of the United States. This act was amended in 1935 to give the 


lxoontz, Harold De, Ope Cit., Page 388 
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Power Commission broader control over companies utilizing water resources 
on navigable waters and public lands. 

Before anyone can use any of the navigable waters or waters on 
public lands for the development of water power, permission must be ob- 
tained from the Federal Power Commission. The applicant must hand in 
deteiled information as to the nature, constructional specifications, 
legal and financial arrangements, and estimated disposition of power 
from the project. A license is then issued if the Commission deems 
the project is in the public interest. 

By June 30, 1940, the Federal Power Commission had issued 
licenses covering 128 major projects representing a total cost to 
licensees of $740,000,000. During 1940, it collected $814,857 from 
licensees for the use of water resources.“ 

The law provides that the government may take over the prop- 
erty at the expiration of the license. When the government takes over 
the property, the basis of compensation to the licensee is the net 
investment in the project which amount is fixed by the Commission and 
is not to include the value of any property of the United States used 
under the license, the value of the license itself, goodwill, going 


velue, and the value of prospective revenues e® 


lipid, Page 394 
220th ANNUAL REPORT OF THE F.P.C., 1940, Page 142 


Skoontz, Harold De, Op. Cite, Page 394 
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Electric 


Title II of the Public Utility Act of 1935 states that regu- 
lation of electric utilities was "to extend only to those matters which 
are not subject to regulation by the states" and was to apply to "the 
transmission of electric energy in interstate commerce and to the sale 
of electric energy at wholesale in interstate commerce but shall not 
apply to any other sale of electric energy or deprive a state or state 
commission of its lawful authority now exercised over the exportation 
of hydro-electric energy which is transmitted across a state line." 

As in the case of other public utilities, the government 
demands that service be adequate, rates be just, unreasonable and non- 
discriminatory. Another standard regulation in the files of public 
utilities which applies to the electric field is that they may not 
issue any security or assume any obligation with respect to any 
security unless authorized by the Commission. Such authorization is 
given for the issuance of securities for franchises in an amount not 
in excess of the actual payment for such franchise or contract. Public 
utilities are forbidden to apply any proceeds from the sale of seocuri- 


ties to a purpose not stated in its approval order. 


Natural Gas 


The demand for the regulation of the natural gas industry 
arose from the fact that interstate commerce in this commodity has been 
increasing since 1926. Natural gas moves from the Appalachian, Mid- 


Continent, Southern, Rocky Mountains, and California gas fields over 


Lv.’ 47545) ee 


-uy01 tadt sedate @2eL to tod ve tlist of List ould 0 a oteen 
foidw eisdtam weodd ot ylno brotxe of” Baw woisition elwsoote ey acteal P 
old" ot ylqqa ot sew baz “setate oat yd robvatuge os sootdwe oa ors 
elec ot o¢ baa soremmo etsdetetat af YRteds oixtoele to soinatenaerd Ber 
tox IfLers dud eor9emmoo etatetetat at oLazelorm 3a yateme otrdoote his . - “a 
etase so etade 2 eviaged 10 vaTene etiteele Rae “be mosite hte ot tae iw 
so bdadi0qxe edt tovo beelotexe bane vatroddua fortwal est ‘to caper 9 
",eall otate & atotos bedthaaten® at ste hate hedota si ve Ma i to 


tremrevo, ent veokstlicy okt ding ‘tesito 16 en.nD bowed at bry 


ok ' ay nai yh 
“ton bas eldanoese ny ,teut od meet .ovaupebe: od cotraer saris ahs aaeP ” 


olfdua to velit edt at coktatuyen brebaate redvous _sWiodatntzonth 
don yaa Yods tadt at lett obrieele odd ot petiqgs aaa d seishl tty 
yas ot toegesy déiw noltagildo yne omyea® to wimwoes wae ewe aes 
 nottasirodtus dove noi Ai bostioiiiva easel 
si nottesiiodives cxoivetamed eis yd | Sop Baier. Rs aay 
don tnuoms ne at seetdomert 102 soit muoce ‘to S ecayens om, bp Bi meets 


olidvT .tosttnoo 10 entsenee® towe sot dmenyeg ‘iavton ont 6 panel Bt 


~twoos to elfen ott adit ohecowts yo viqae of ep itse’ ‘9 © seid ii tur " 
rob10 favoigga ett at Sesads a ; . | : 


ed Loum | ‘ : 


yvitenbal sap [ersten edt to noiteleget edt ret ) Beem oct 4h i 


need ead yttbomxo ed ot bb dew veazeresat tat seats oman 


~biM .maidoalaqqA out at sevor eay pers) rA6tI' 9 
revo wblieit say almiotited foe .sababdet ei 


50,000 miles of line to 37 of the 48 nenkcane The Naturel Gas Act of 
1938 applies to the transportation of gas in interstate commerce and 

to sale therein for resale for ultimate public consumption. The law 
specifically excludes production of natural gas and its local distribu- 
tion, and therefore, its regulatory control is limited to transmission 
only.” 

The rate and service regulation provisions of this Act are 
similar to those of the electric power law. However, the regulation 
of gas companies is not as extensive as that of interstate electric 
utilities, as the Federal Power Commission has no authority over con- 
solidations and security issuance. 

In general, the states in regulating the service of gas 
industries follow the criteria set up by the Bureau of Standards which 
cover the maintenance of plant and equipment, interruptions of service, 

accident, complaints, information for customers, meter readings, and 
changes in the character of service.” 

Consumption of gas is measured by a meter which records the 
volume of gas used in terms of cubic feet. Gas is judged qualitatively 
by its heating content which is expressed in terms of British thermal 


units; and when gas is sold at a certain rate per unit of volume, the 


specification of its heating value has exactly the same significance 


IRice, Me Me, "Gas and Government," PUBLIC UTILITY FORTNIGHTLY, 
October 13, 1938, Page 483 


2Welch, F. Xs, “Uncle Sam Moves in on the Gas Industry,” PUBLIC UTILITY 
FORTNIGHTLY, October 13, 1938, Page 217 


STHE ECONOMICS OF PUBLIC UTILITY REGULATION, Irston Re Barnes, Fe Se 
Crofts & COs, N. Fes 1942, Page 746 
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as the determination of price for gas is sold at definite rates per 


heat unit.+ 


Each utility selling gas must provide and maintain calometris 
equipment and also equipment for testing the purity of the gas which it 
sells and the pressure at which it is distributed. 


The natural gas industry has grown in importance as is shown 


by the following statistics: 


United States Natural Gas Production 
1920 = 1945 


Production (1,000 Bbls.) 


Year 


1920 
1925 
1930 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 


lipid, Page 747 
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384 
127 
210 


744 
470 
494 
000 
360 
986 
340 
434 


°WORLD ALMANAC, 1947, Page 785 


Value ($1,000.00) 


788 
383 
160 
368 
523 
940 
572 
125 
266 
050 
261 
700 
565 
500 
200 
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WAR ECONOMY 


During our recent wartime period all semblance of a free 
economy was dropped. Industry and even human relations were gathered 
under the hand of the govermment. Every phase of our economy was 
regulated by the federal government and we had material controls, 
price controls, wage controls, labor controls, and rationing. Presi- 
dentie.1 authority to direct the stabilization of prices, wages, end 
salaries were derived from the amendment to the emergency price 
control act of 1942 kmown as the Stabilization Act of 1942. 

An essential problem in the economics of national defense 
is the control of prices and control of weges. The increased total 
demand due to government expenditure raised the demand for products 
and labor. Wo idle labor was available so there was a tendency for 
wages to rise if controls had not been resorted to. Such a rise in 
wages would have caused a further increase in demand for goods and 
services, and the evils of inflation would have set in. Therefore, 
the two most important controls of the war period were those relative 


to wages and prices se? , : 


loscar Lange, "Economic Aspects" Page 19, ECONOMIC MOBILIZATION, 
Washington, D. Ce: American Council on Public Affairs, 1940 
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Wa ge and Salary Control 


Wage and salary stabilization constituted one element of the 
governmental program of control of damestic economy designed to prevent 
inflation during the wartime emergency period. Employers' demands for 
labor when the labor supply was constantly diminishing and employees' 
demands for higher rates made control of wages essential to the anti- 
infletionary program. The purpose of the control was to maintein peace= 
time wage standards. 

Pursuant to the act, the President created the Office of 
Economic Stabilization of which the National War Labor Board wes an 
agency which had jurisdiction over all wages regardless of amount and 
all salaries of or under $5,000.00 per year. The War Labor Board 
approved all increase in wage rates, subject to its jurisdiction, which 
were put into effect on or before October 3, 1942. 

Industry hed to conform to the regulations set up by the War 
Labor Board in the hiring of new employees, decreasing wage rates, or 
increasing wage rates. The Board's approval had to be obtained if 
one intended to hire a new employee at a higher rate than his predeces- 
sor. In decreasing salaries under $5,000.00, they could not be 
decreased without prior approval below the highest rate paid for the 
job between January 1, 1942 and September 15, 1942, except to correct 
gross inequities and to aid in the prosecution of the ware? 


As to salaries over $5,000.00, employers could reduce the 


ees of October 2, 1942, Section 4, Executive Order No. 9250 
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salaries without approval to $5,000.00 but not below without the War 
Labor Board's approvel.! 

In increasing salaries, the War Labor Board would grant 
approval for the following purposes; 


1. To correct mledjustments resulting from the rise in 
the cost of living 


2. To correct gross inequities created by weges which are 
insufficient to maintain a decent standard of living 


3. To establish wage differentials normal to American 
industry 


Price Control 


The purpose of the Price Control Act of 1942 which created 
the Office of Price Administration was stated as follows; "To 
stabilize prices and to prevent speculative, unwarranted and abnormal 
incre@ses in prices and rents; to eliminate and prevent profiteering, 
hoarding, manipulation, and other disruptive practices resulting from 
abnorme1 market conditions or scarcities caused by or contributing to 
the national emergency; to assure that defense appropriations are not 
dissipated by excessive prices, to protect persons with relatively 
fixed and limited incomes, consumers, wage earners, investors and 
persons dependent on life insurance, annuities and pensions from 
undue impairment of their standard of living; to prevent hardships to 


persons engeged in business, to schools, universities, and other 


lipid, Section 5 
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institutions and to the federal, state, and local governments, which 
would result from abnormal increases in prices; to assist in securing 
adequate production of commodities and facilities; to prevent a 
possible emergency collapse of values; to stabilize agriculture 

prices . « « and to permit voluntary cooperation between the govern- 
ment and producers, processors, and others to accomplish the aforesaid 


purposes. nl 


Labor Controls 


During the wartime period, in order to meet the manpower 
requirements of our armed forces and our expanding wer production 
progrem by 4 full utilization of our available manpower, it was decreed 
by the federal government that for the duration of the wer no plant, 
factory or other plece of employment would be deemed to be making the 
most effective utilization of its manpower if the minimum work week 
was less than 48 hours per week. Furthermore, all departments and 
agencies of the federal government required their contractors to conm- 
ply with the minimum work week of 48 hours.” 

Male workers who quit their jobs were not allowed to teke 
anything but essential jobs and then only through United States 
Employment Service referrals. Workers who sought to change jobs for 


health reasons had to have their physician's certificate reviewed by 


LPRICE CONTROL - 0.P.A., Selected from Price Control Unit of the CCH 
Law Service, New York: Commerce Clearing House, 1942 


2Rxecutive Order No. 9301 dated February 9, 1943 


126 


ee ae 
eT ee 
at : 


fioldw , atwemcre vos Iaool bua ,otete ~fertobet edd o¢ ine anotduttteat 
gotwoee at telees o¢ ;200l1q at seateson! [eamonda aovt tiveer biuow 
a tnevesq of ,seltilios? ima ae te tbommos to molsonborg etaspebe 
etbdivatigh sabftéats ot irenter fo eaqalloo yonegueme eldiezog 


~arevoy odd coowted noivareqoos yretuelov ttoreg of ban. » « seoliq 


biseerots edt detfqaoooe ot steddvo fra ,etoesesotg ,eteowbotg bas dnem . | 
: ty eoeoqua 
eLorsao) rod ad 


sewoquean elt team ot tebt0 ob eboiteg omidtuaw edd goiiwd 
soldouborg 148W gir bheragce awo bar seorct bemre wo to edmenetiupet 
beetoed eaw +! ,tewognam efdaliave wo to molteshitta Livt syd megowmqy | 
tanle on taw odt to mottden edt rot tact Feemurre 903, Lwrebe? ost yd 
eit amidam ed ot bemeeb od bivow Jevammyo L qa to eosie tedde +0 qiotoat | Lf 
aMoow drow mumintms edt ti towogmaa edt to sokvasilida evitostte ig pe 
bee stmomtiaqeh (fs ,etomedéry® one Teg gmee BS marig snot eaw ‘ : 
-mmo ot etotoaténoo tiedd boxtypet dntemmrovey Iarwhel ot 40 vetomega uh 
§ eruosd 8 to teow tow muntnio edd détw ue 


‘Wa 7. 1 


oist o¢ hewolls dou orew sdot ated? tiup odw ‘ate atiow olat. | 

netes2 bediaW dgvomid ylao neds bas adot ‘Latdnesee ded. Po em r 

10% adot egmare ot tdavoa ow sievi0h! oalertotet cored duearye {at | 7 
YE Sewetves etaoltisres atastoteydg stot ovad ot bat ancese riétaod, a a 

ne SATS) | a 


HOO ad to tin’ f[ordaod esitT mort bodoe Le il a joao wont 
SOL ,oevoH gairseld ogreannd salzey An 


Gaef .C yiavudell betab L088 .oM 


i va Ww) 1: 7 ve )y gh ’ 
hay De Bobs 
Ap ae i aa ag Peat 


SET 


special medical consultants and newspapers were requested not to accept 
employment advertisements for male workers except from employers 


approved by the United States Bnployment Service. 


Material Controls 


War has an insatieble appetite for metals and minerals, and 
although our country was and is the richest nation in the world in 
its resources of mines, and forests, in order to catch up to the war 
production of our enemies, it was necessary that material controls be 
instituted. The Office of Production Management was vested with the 
power to see that civilian production was sharply curtailed in order to 
make room for war productione 

The United States is not self-sufficient in strategic and 
critical commodities and, therefore, it became necessary to develop 
substitute products under government subsidy. The Office of Produc-~ 
tion Management established a conservation unit which undertook 
detailed studies of substitute materials and processes. Later the 
War Production Board absorbed the Office of Production Management and 
conducted these studies. 

The most important technique for dealing with existing or 
threatened shortages was the system of priorities. Industry felt the 
greatest impect of the war program by the imposition of priority 


ratings on many items for which they never before had to wait. In 


laccountant's Weekly News Letter, December 11, 1944 
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effect the national supply of vital materiels was gathered into 
separate pools out of which certain designated amounts were ladled to 
manufacturers in accordance with wartime needs. Government contractors 
got first choice and civilian consumers the remainder, if any. 

Another form of mterisl control was inventory control. 
Producers were prevented from hoarding materials. Speculative buying 
was discouraged. Suppliers of vital metals were required to file an 
affidavit agreeing not to ship stocks which would increase a@ customer's 
inventory beyond a practical working minimum and customers were asked 
to file periodic statements declaring that they had not accumulated 
excessive materials. The War Production Board scrutinized these 
inventory reports and government inspectors made spot checks. 

Price control as related to materiel control played 4 very 
important part during the war economy. In the early stages of the 
defense program, price controls were employed primarily on raw materials 
as the transition from peace to war progressede Price control was 
applied to semi-finished commodities and finally to processed and manu- 
factured products. This action was necessary to prevent inflation 
which would have imperilled war production. 

Priorities and price regulstions worked toward the same 
general objective. Priorities restrained the buyer from exploiting 
the market, and price control restrained the seller from exploiting 


the market. 


loherne, Leo Me, YOUR BUSINESS GOES TO WAR, Boston: Houghton Mifflin 
Coe, 1942, Chapter I 
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Rationin 


During the war period, the government resorted to the ration- 
ing of certain consumer goods of which there was a scarcity or which 
would impede our defense program if allowed to be put on the mrket 
without restriction. This program consisted in limiting private con- 
sumption by administrative order and thus releasing the resources 
necessary for national defense. The form of rationing indulged in 
limited the consumption of each persone Another form of restricting 
consumption would have been by & rise in prices and this policy would 
have affected the lower income groups to a far greater extent than 
persons with a higher income. Therefore, rationing was resorted to 
which prevented such social inequities and assured 4 more equal dis~ 
tribution among people regardless of income. In certain commodities a 
technical necessity for rationing arose where the elasticity of demand 
for such commodities would be so smali that no practical increase in 


price would bring a sufficient reduction in demand. 


liange, Oscar, Ope Cit., Page 16 
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APPRAISAL OF ECONOMIC PLANNING AND ITS FUTURE 


mee eu ee ee eee ee 


The government of the United States is based on the belief 
in the supremacy of the individual citizen, the inherent value and 
dignity of man, and his inalienable rights which protect him from sub- 
servience to the state except by consent of individuals acting colleoc- 
tively. The govermment's role in economic life is to protect, to help, 
and to administer justice for its citizens. 

When, at various phases of our history it became apparent 
that individual freedom wes being abused for ulterior motives, certain 
groups demanded government protection in the form of legislation for 
their economic security. Business men have pressed for legislation 
aimed at curtailing monopoly or curtailing unfair competition to pre= 
serve their income and investment. Farmers have demanded an agricul- 
tural program to protect their fair share of the national income. 
Labor has fought for laws guaranteeing collective bargaining, fair 
minimum wages and maximum hours, unemployment compensation, and re- 
tirement benefits as an insurance of security. 

The major programs of control in the United States have been 
aimed at 

Control of competition - In the public utilities field, 
monopoly has been encouraged; in private businesses not affected with 
a@ public interest, competition has been enoouraged through the anti- 


trust laws. 
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Control of price = Price control includes minimum wages of 
workers, coal, and agricultural products. The resale price mainte- 
nance laws and the Robinson-Patman Act tend to fix prices. 

Control of eutput - Both quantitative and qualitative con- 


trols are included in this field and they are found in the agricul- 


tural field as a means of controlling price and in the public utilities 


field as a means of securing adequate service. 

Control of business conduct - In this category are included 
a myriad of laws and regulations aimed at preventing fraud and aitase 
practicese 

Control to reduce economic risk - In recent years such con- 
trols have assumed great importance, and the demand of the publics for 
action in this sphere has given rise to labor legislation, social 
security, and government assistance programs. 

The outlook for continued goverument intervention in future 
years has been intensified since the cessation of hostilities. The 
demobilization of the armed forces has meade the problem of full 
employment a most pressing one and one fraught with a great degree of 
public intereste 

The Natural Resources Planning Board established in 1939 is 
primarily concerned with plans for the rehabilitation of veterans and 


industry. The Board stated its objectives as follows:! 


"We must plan for full employment for maintaining the national 


lieo M. Cherne, Ope Cite, Page 412 
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income at one hundred billion dollars a year at least. « « « rather 
than to let it slip back to eighty or seventy or sixty billion dollars 
again. In other words, we shall plan to balance our national 
production-consumption budget at a high level with full employment, 
not at a low level with mass employment. 

We must plan to do this without requiring work from youth 
who should be in schools; the aged, who should be relieved if they 
wish it, and women who choose to make their contribution in the home, 
and without asking anyone to work regularly in mines, factories, 
transportation, or offices more than forty hours a week or fifty 
weeks a year, or to sacrifice the wage standards which have been sete” 

From the foregoing, it can readily be seen that the problem 
of full employment will be partially met through public works projects. 

In 1945 the Murray Full Employment Bill captured the publis 
imagination. It requires the president to make the following five 
basic estimates for the federal fiscal years? 


l. An estimte of the size of the labor force including 
the self-employed. 


2. An estimate of persons who will be employed during the 
twelve months beginning six months after the estimate is 
made 


3- An estimate of the amount of money that will be spent 
and invested during the same twelve months 


4. An estimte of the sum that will have to be spent if the 
entire labor force is to be kept employed 


laccountant's Weekly News Letter, October 1, 1945 
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An estimate of the mumber who must be employed after 
private and public works have been exhausted 


The proponents of full employment contend that the following 


advantages will result from such a program; 


l. 


Ze 


Se 


4. 


5e 


The attainment of full employment will be an achievement 
of the greatest possible benefit yielding a maximum of 
production ang @ universal sharing in the nation's 
productivity. 


By increasing the level of employment we would increase 
the volume of our foreign trade beyond what it was in 
the thirties. Any policy that produces relatively full 
employment will have a salutary effect on our imports 
and exports. 


In a full employment system it will be easier to reduce 
tariff barriers and remove quantitative restrictions on 
imports. 


In a full employment system subsidization will not be 
necessary on exportse 


Full employment would bring about the following results :5 


Be 


be 


Ce 


de 


Be 


Recovery of lost industries 
Stimulation of existing industries 
Creation of new industries 

Promotion of home travel and vacations 


More rapid rehabilitation and reconstruction of ware 
torn countries by selling our services to them 


IRieve, Emil, "What Labor Wants After the War", Page 51, POSTWAR GOALS 
AND ECONOMIC RECONSTRUCTION, New York University, Institute on Postwar 
Reconstruction, 1944 


2yudson, Michael, FULL EMPLOYMENT, Boston, The Christopher Publishing 
House, 1946, Page 11 


Stpid, Page ll 
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Opponents of full employment contend that such a program 


cannot be followed without incurring the following: 


l. 


260 


Se 


4. 


Inaccurate estimates made by the president for each 
fiscal year will lead to disaster. 


The government will not be able to provide enough publis 
works of a nature that will not compete with private 


emterprise to an extent of providing work for more than 


1,000,900 people. 


Government spending brings about inflation and destroys 
the initiative of private enterprise. 


There is an inherent danger to freedom when the govern- 
ment indulges in huge public expenditures. 


Other responsibilities of the federal government which it 


is predicted will see congressional action in the near future are the 


followings * 


l. 


Ze 


Se 


4. 


Se 


To create conditions under which free business and free 
labor can function most effectively in the general 
publis interest 


Planning for competition 


Better timing of construction of public works to exer- 
cise a counter-cyclical influence at times of depression 


Expansion of unemployment compensation coverage which is 
not large enough to make unemployment attractive but 
which will maintain purchasing power 


Expansion of the social seourlity structure to cover all 
classes of workers. 


With the growing importance of govermment intervention in 


the regulation of the mation's activities, it mkes it imperative for 


daccountantts Weekly News Letter, August 1945 


°THE COMMERCIAL AND FINANCIAL CHRONICLE, “Our Free Capitalistio 
Economy", Paul G. Hoffman, Vol. 163, No. 4496, Page 3057 
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us today - more than ever before - to be prepared to answer these 
questions; Do we want a planned economy? Would it be compatible with 
individual freedom? If the State assumes the obligation to provide 
work for everyone, will it eventwally have to tell each of us what we 
can and cannot do to earn our living? Was the force and brutality 
used in the planned economies of Nazi Germany and Fascist Italy 
accidental, or does a plamned economy ultimately defend itself by sup- 
pression? On the other hand--as the proponents of national planning 
assert--is a planned economy merely a technique of social enginesring 
which can serve and amplify democracy instead of being twisted to the 
ends of a totalitarian regime? 
The arguments against planned economy are many. Frederick 
Hayek in his book "The Road to Serfdom" believes that free enterprise 
and liberty of the individual are doomed if we take the road marked 
"Plamned Economy." He states that the following is true in such a 
program: 
le Society cannot plan its economy like an individwl 
because its members do not agree about the ends to be 
planned for. 
2e Only in a national calamity or a war do people agreo, 
spontaneously and in large numbers, about the main 
thing to be done. Only at such times can a planned 
economy be adopted by a society as a whole. At other 
times it has to be adopted by some closely organized 
group who do agree and are willing to coerce the rest. 
Totalitarian one-party rule is thus the inevitable 
prelude or end-result of a planned economy. 


3. The totalitarian group tends to be of low calibre, 
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because the more highly developed men are, the more they 
disagree. It tends to think vaguely because accurately 
defined ideas and aims lead to disagreement. It fosters 
envy and hate because those are the passions on which men 
most easily unite. Its leaders have to be devoid of 
moral scruples, because coercing a whole society under 
pretense of agreement is a brutal and hypocritical job. 

A planned economy thus brings the lower types to the top. 


4. The high level of civilization attained under free 
competition is the very thing that makes idealists im- 
patient of its faults. They think to reach new heights 
by kicking down the ladder on which they rose so high. 
They think that the competitive market and price~-system 
are a clumsy and bungling mechanism of adjustment, suit- 
able only to early stages in the division of labor. The 
opposite is true. Only because mankind stumbled upon 
this impersonal mechanism has the division of labor (and 
that means civilization) been able to advance so far. 

No central directing mind, even with the purest motives, 
could register the myriad facts and make the innumerable 
adjustments that are made promptly and automatically by 
the competitive market. The more complex our life 
becomes, the more indispensable is this impersonal 
mechani sm. 


5. Not only freedom, but the Rule of Law, disappears auto- 
matically with central planning. Under the Rule of Law 
the acts of the state-power conform to rules laid down 
in advance and applying to all alike. But a planned 
economy cannot be run on the basis of general rules laid 
down in advance. The directing power has to mke 
impromptu decisions, determining the fate of specific 
persons or groups, and yet having the force of universal 
law. The planning state thus has to be dictatorial, the 
dictator has to be above the law. Our choice is not 
between abstract justice and the hazards of competitive 
life. Our choice is between arbitrary personal rule and 
the impersonal regulative mechanism of the market. 


Benjamin M. Anderson in a recent articles in a business 
periodical states that planning has been a dismal failure and there- 
fore should be discarded as an instrument in the promotion of the 


public welfare. To support this contention, he states that prior to 


loge COMMERCIAL AND FINANCIAL CHRONICLE, New York, “Has New Deal 
Planning Been A Success?", Benjamin M. Anderson, Ph.D.e, Vole 164, No. 4538 
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1924 it was not the government's function to provide employment and 
we had prosperity; after 1924, the reverse was true and we had a 
depression. He presents the following employment statistics to prove 


his beliefs: 


Total Labor 
Year Force Unemployed % of Labor Force 
1900 29 025 000 1 647 000 507 
1905 33 653 000 621 000 1.8 
1910 38 133 000 553 000 1.5 
1915 40 083 000 2 355 000 5.9 
1920 41 897 000 558 000 1.3 
1925 45 009 000 817 000 1.8 
1930 44 025 000 3 809 000 78 
1935 51 879 000 9 522 000 18.4 
1939 54 393 000 9 080 000 15.7 


However, today more than ever before, businessmen, 
educators, and government officials alike are calling for the applica=- 
tion of intelligent control to what formerly were considered inevitable 
economis laws against whose machinations men were helpless. The demand 
is for that sort of planning in a democracy that regulates the activity 
of men for a competitive system of private enterprise. As Sir William 
Beveridge stated in the preamble of his Full Employment Bill "It is 
the policy of the United States to foster free competitive enterprise, 
and the investment of private capital in trade and commerce,” and it 
is our aim to maintain this policy. Strict adherence to the literal 
definition of planned economy is the state ownership of big business 
and equalized distribution of income. Such a system is and can only 


be effected in totalitarian countries. However, in our democractic way 
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of life, planned economy means capitalist plenning which is an attempt 
to restrict free competition while maintaining the free and private 
disposal of the means of production. 

In view of the importance of government control of business 
and the likelihood of increase of that control, today's citizens 
should be prepared to analyze intelligently the measures proposed. 
Through our most powerful medium, voting, these policies may be guided 
into desirable channels and in this way cirowmvent the arbitrary 


usurpation of liberty by an authoritarian government. 
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